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See Securities Exchange Act Release No. 10196/June 4, 
1973. 





SECURITIES ACT OF 1933 
Rel. No. 5401/June 6, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10203/June 6, 1973 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17987/June 6, 1973 


NOTICE OF PROPOSED AMENDMENTS TO REGU- 
LATION S-X CALLING FOR IMPROVED DISCLOSURE 
OF LEASES (S7-483) 


A. INTRODUCTION 


For many years, corporate disclosure of leased assets and 
related lease commitments has not been sufficient to en- 
able investors to determine the nature and magnitude of 
such assets, the size of financing commitments undertaken 
and the impact upon net income of this kind of financ- 
ing. In recent years, the amount of lease financing has 
grown dramatically and accordingly the materiality of 

this undisclosed information has increased substantially. 


In January 1973 the Accounting Principles Board exposed 
a proposed opinion calling for some elements of increased 
disclosure of lease commitments, although disclosure of 
the impact of leasing upon net income was not required. 
After its April meeting the Board announced that it had 
decided not to issue an opinion on this subject but to 
leave the matter to the Financial Accounting Standards 
Board to consider along with the general problem of 
proper lease accounting which had previously been re- 
ferred to that body both by the Accounting Principles 
Board and by the Commission (Accounting Series Re- 
lease No. 132). 


The Commission has determined that in the light of the 

great magnitude of lease financing arrangements, it is not 
in the interest of investors to delay additional disclosure 

requirements any further. Accordingly, it is proposing 
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hereby amendments to Rule 3-16 of Regulation S-X 
which will specify the increased disclosure which seems 
necessary under the circumstances. The proposed amend- 
ments create a new subsection of Rule 3-16 which deals 
specifically with leases and replaces Rule 3-16(i)(2). The 
principa! items of disclosure required and the reasons why 
the disclosure is needed are as follows: 


1. Total lease rental expense for all years for which in- 
come statements are presented, with segregation of con- 
tingent rentals and rentals on financing leases; this re- 
quirement is designed to give the investor data which is 
useful in interpreting the historical income statements of 
the registrant by:calling for additional analysis of the 
figure reported as “Rents’’ under Rule 12-16 of Regula- 
tion S-X. 


2. Lease rentals payable for each of the next five years, 
for the next three subsequent five-year periods, and any 
subsequent payments due; this requirement extends the 
disclosure called for in the current rule and is intended 
to give the investor information as to the timing and 
amount of firm cash commitments which have been 
entered into on a long-term basis. 


3. The capitalized present value of financing leases in the 
aggregate and by major category of assets; this is designed 
to reflect the debt equivalency of long-term financing 
leases so that investors can more meaningfully compare 
the capital and asset structures of entities whose principal 
difference is the form of financing used. 


4. The impact on net income had financing leases been 
capitalized; this will enable investors to more intelligently 
compare the operating results of companies making use 
of different methods of acquiring and financing assets. 


Financing leases are defined as leases (or other contractual 
arrangements with the economic characteristics of leases) 
which extend for 75% or more of an asset's life or which 


result in recovery of the lessor’s capital in a shorter period. 


B. PROPOSED AMENDMENTS TO REGULATION S-X 


The following amendments to Rule 3-16 (amendments 
in italics) are proposed: 


Rule 3-16(i). Commitments and contingent liabilities. 
(1) No change 
(2) /s deleted 
(3) Becomes (2) 

Rule 3-16(q). Leased assets and lease commitments. 


Any contractual arrangement which has the economic 
characteristics of a lease, such as a “heat supply con- 
tract’ for nuclear fuel, shall be considered a lease for pur- 
poses of this rule. Leases covering oil and gas production 
rights are not to be considered leases for purposes of this 
rule. For purposes of this rule, a financing lease is de- 
fined as a lease which either (i) covers (including renewal 
options) 75% or more of the economic life of the proper- 
ty or (ii) has terms which assure the lessor a full recovery 
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of his investment plus a reasonable return on the use of 
the funds invested subject only to limited risk in the 
realization of the residual interest in the property and the 
credit risks generally associated with secured loans. 


(1) Total rental expense (reduced by rentals received 
from subleases with disclosure of such amounts) under all 
leases (excluding short-term leases of a month or less 
which are not expected to be renewed) for each period 
for which an income statement is presented shall be dis- 
closed in the aggregate if the total expense exceeds one 
percent of consolidated revenues. Contingent rentals, such 
as those which depend upon usage or sales, and rentals on 
noncapitalized financing leases shall be reported separately 
from basic or minimum rentals. 


(2) The minimum rental commitments under all leases 
with initial or remaining noncancelable terms of more 
than one year shall be disclosed as of the date of the 
latest balance sheet presented for each of the following 
periods (indicating separately the amounts applicable to 
noncapitalized financing leases): (a) each of the five suc- 
ceeding fiscal years; (b) each of the next three five-year 
periods; and (c) the remainder as a single amount. 


(3) For all noncapitalized financing leases, there shall be 
disclosed: 


(a) The present values of the minimum lease commit- 
ments in the aggregate and by major category of asset, 
such as land, buildings, aircraft, truck fleets, and other 
equipment. Present values shall be computed by discount- 
ing net lease payments (after subtracting amounts, if any, 
applicable to taxes, insurance, maintenance and other 
operating expenses) at the interest rate implicit in the 
terms of each lease at the time of entering into the lease. 
Such disclosure shall be made as of the date of any bal- 
ance sheet presented. /f the present value of the minimum 
lease commitments is less than five percent of the sum of 
total debt and present value of the minimum lease com- 
mitments, this disclosure is not required. 


(b) Either the weighted average interest rate (based on 
present value) and range of rates or specific interest rates 
for all lease commitments included in the amount dis- 
closed under (a) above. 


(c) The present value of rentals to be received from 
existing subleases of property included under (a) above 
based on the interest rates implicit in the terms of the 
subleases at the times of entering into the subleases. 


(d) The impact upon net income for each period for 
which an income statement is presented if all noncapital- 
ized financing leases were capitalized, amortization of re- 
lated assets was taken on a straight line basis and interest 
cost accrued on the basis of the outstanding lease liability. 
The amount of amortization and interest cost included in 
the computation shall be separately identified. 


(4) In addition, there shall be disclosed for all leases (ex- 
cluding short-term leases of a month or less which are not 
expected to be renewed): (a) the basis for calculating 
rental payments if dependent upon factors other than the 
lapse of time; and (b) a description of any obligations 
assumed, guarantees made, restrictions imposed and 
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any other significant provisions of such leases or related 
agreements. 
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The proposed amendments to Regulation S-X would be 
adopted pursuant to authority conferred on the Commis- 
sion by the Securities Act of 1933, particularly Sections 
6, 7, 8, 10 and 19(a) thereof; the Securities Exchange 
Act of 1934, particularly Sections 12, 13, 15(d) and 23(a) 
thereof; and the Public Utility Holding Company Act of 
1935, particularly Sections 5(b), 14 and 20(a) thereof. 


All interested persons are invited to submit their views 
and comments with respect to the foregoing proposals on 
or before August 31, 1973. All such views and comments 
should be submitted to the Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. Such com- 
munications should refer to File No. S7-483. All such 
communications will be available for public inspection. 


By the Commission. 


Ronald F. Hunt 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10192/June 4, 1973 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934 involving Five Star Investment Com- 
pany (Registrant) of Baltimore, Maryland. Also named as 
respondents are Paul Isaacs, Edward W. Isaacs, James R. 
Cox, William J. Haig, Donald Callerman, Thomas Foy, 
Jr., Harold W. Rummell, George L. Brownlee, Nicholas 
Guidara, James F. Trainor, and Edward L. Bart, all of 
whom are either former or current officers, salesmen or 
associated persons of Registrant. 


The proceedings are based upon allegations of the Com- 
mission’s staff that all respondents from on or about 
December 16, 1970, to on or about October 27, 1971, 
wilfully violated and aided and abetted violations of the 
registration and anti-fraud provisions of the federal secu- 
rities laws in the offer and sale of Class A common stock 
of Five Star Foods Corporation of Maryland (Foods). The 
staff also charged that from on or about May 1, 1970, to 
on or about April 14, 1972, Registrant and Cox wilfully 
violated and aided and abetted such violations of the fed- 
eral securities laws in the offer and sale of (a) securities 
in the form of investment contracts and participations in 
profit sharing agreements involving intérests in the gross 
proceeds of the sale by Foods of its Class A common 
stock; and (b) the common stock of PEI Foods, Inc. In 
addition, it is alleged that Registrant, Paul Isaacs, Edward 
W. Isaacs, Cox, Haig, and Callerman failed reasonably to 
supervise persons under their supervision with a view to 
preventing such violations. 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the re- 
spondents an opportunity to offer any defenses thereto 
for the purposes of determining whether the allegations 
are true and, if so, whether any action of a remedial 
nature should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10193/June 4, 1973 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934 involving Lowenthal, Hale, Jaffe, Inc. 
(Registrant) of Philadelphia, Pennsylvania, Also named as 
respondents are Eugene Jaffe of Cherry Hill, New Jersey, 
Albert Halegoua of Oreland, Pennsylvania, and Harris 
Lowenthal, formerly of Philadelphia, Pennsylvania, all of 
whom are either former officers or salesmen of Registrant. 


The proceedings are based upon allegations of the Com- 
mission’s staff that at various times since May 1, 1970 all 
of the respondents wilfully violated and aided and abetted 
violations of the registration, anti-fraud, bookkeeping and 
credit extension provisions of the Federal securities laws. 
The staff also charged that from December 31, 1970, to 
April 30, 1971, Registrant wilfully violated and Jaffe and 
Halegoua wilfully aided and abetted violations of the 
Commission’s net capital rule and the Commission’s rule 
relating to notification to customers of free credit bal- 
ances. In addition, it is charged that Registrant and Jaffe 
failed reasonably to supervise persons under their super- 
vision with a view to preventing such violations. It is 
further charged that in August 1971 registrant, Jaffe and 
Halegoua, without admitting or denying the allegations, 
had been permanently enjoined from violating the said 
net capital, bookkeeping, credit extension and free credit 
balance notification provisions. 


A hearing will be scheduled by further order to take 
evidence on the staff allegations and to afford the re- 
spondents an opportunity to offer any defenses thereto 
for the purposes of determining whether the allegations 
are true and, if so, whether any action of a remedial 
nature should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10194/June 4, 1973 


See Investment Company Act Release No. 7844/June 4, 
1973. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10195/June 4, 1973 


See Investment Company Act Release No. 7845/June 4, 
1973. 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10196/June 4, 1973 


SECURITIES ACT OF 1933 
Rel. No. 5400/June 4, 1973 


Admin. Proc. Files No. 3-4010 and No. 3-4077 
In the Matters of 


FDI SECURITIES, INC. 
(8-14956) 

BEVERLEY R. WELLFORD 
F. LAMAR WATSON 
ROBERT V. HOLTON, JR. 


OLD KENNETT LEASING COMPANY 
(24W-3080) 

300 Delaware Avenue 

Wilmington, Delaware 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS AND PERMANENTLY SUSPENDING 
REGULATION A EXEMPTION 


These are consolidated proceedings under Sections 15(b) 
and 15A of the Securities Exchange Act with respect to 
FDI Securities, Inc., a registered broker-dealer, and 
Beverley R. Wellford, F. Lamar Watson and Robert V. 
Holton, officers of the firm, and under Rule 261 of Reg- 
ulation A under Section 3(b) of the Securities Act with 
respect to Old Kennett Leasing Company. 


Old Kennett, organized as a limited partnership in Dela- 
ware in January 1972, filed with the Commission a notif- 
ication and an offering circular for the purpose of obtain- 
ing an exemption from the registration requirements of 
the Securities Act pursuant to Section 3(b) thereof and 


Regulation A thereunder, with respect to a proposed offer- 


ing of 50 units of limited partnership interests at $10,000 
per unit. The Commission on December 19, 1972 issued 
an order pursuant to Rule 261 of Regulation A tempo- 
rarily suspending the exemption. 


The respondents in these consolidated proceedings have 
submitted an offer of settlement. Solely for the purpose 
of settlement of the proceedings and without admitting or 
denying the allegations in the orders for proceedings, re- 
spondents consent to findings of wilful violations of the 
sections of the Securities Act and the Exchange Act set 
forth in the orders for proceedings. They further consent 
to entry of an order (1) making permanent the suspen- 
sion of the Regulation A exemption; (2) suspending 
FDI's broker-dealer registration for 20 business days; (3) 
suspending Wellford and Watson from association with 
any broker or dealer for a period of 25 business days 
commencing on the same date as the suspension of FDI; 
and (4) suspending Holton from such association for a 
period of 20 business days commencing after the comple- 
tion of the suspensions of Wellford and Watson. Such sus- 
pensions shall not preclude respondents from engaging in 
activities except those for which a broker-dealer registra- 
tion is required, and as to such activities shall not pre- 
clude the sale of mutual funds and the acceptance of un- 
solicited orders from present customers to liquidate exist- 
ing long positions or to cover short positions. 
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After due consideration and upon the recommendation of 
its staff, the Commission determined to accept the offer 
of settlement. 


On the basis of the offer of settlement and the allegations 
in the order instituting the proceedings under the Ex- 
change Act and in the temporary suspension order, the 
following findings are made. 


1. During the period from about August 31, 1970 to 
about July 11, 1972, FDI, Wellford, Watson and Holton 
wilfully violated and aided and abetted violations of Sec- 
tions 5(a), 5(c) and 17(a) of the Securities Act and Sec- 
tion 10(b) of the Exchange Act and Rule 10b-5 there- 
under. They offered and sold limited partnership interests 
in Barley Mill Leasing Company, Brandywine Leasing 
Company, Rockford Leasing Company, Concord Court 
Associates, Outrigger Associates and Lexington Associates 
when no registration statement was in effect or filed 
under the Securities Act with respect to such securities. 
In connection with the offer and sale of such securities 
they made untrue statements and omitted to state mate- 
rial facts necessary in order to make the statements made 
not misleading, concerning, among other things, the high 
degree of risk involved in each venture, the lack of prior 
limited partnership operating experience of the individ- 
ual respondents, the time lag between initial subscriptions 
and dates when benefits were derived from such invest- 
ments, and the risk that the limited partnerships might 
not qualify for certain tax benefits. 


2. During the period from about August 31 to about 
November 16, 1970, the above individual respondents wil- 
fully violated and aided and abetted violations of Sections 
15(a) of the Exchange Act in that they engaged in busi- 
ness as a securities broker-dealer without being registered 
with the Commission in accordance with Section 15(b) 

of that Act. 


3. The above respondents failed reasonably to supervise, 
with a view to preventing the above violations, persons 
subject to their supervision who committed such viola- 
tions. 


4. The notification and offering circular of Old Kennett 
contained untrue and misleading statements with respect 
to sales of unregistered securities of affiliates of Old Ken- 
nett in violation of Sections 5 and 17 of the Securities 
Act and the contingent liabilities resulting from such sales. 


5. The terms and conditions of Regulation A were not 
complied with in that the proposed offering by Old Ken- 
nett, if made, would have exceeded the applicable ceiling 
for a Regulation A exemption under Rule 254. 


As part of their offer respondents have submitted various 
factors in mitigation. They state among other things that 
they cooperated during the investigation respecting these 
matters and that no securities were actually sold or offered 
for sale pursuant to the Regulation A filing. They further 
represent that they in good faith believed that an exemp- 
tion from registration was available under Section 4(2) of 
the Securities Act and that they have received no investor 
complaints. 


Under the circumstances it is appropriate in the public 


























interest to impose the suspensions and permanently sus- 
pend the Regulation A exemption, as specified in the offer 
of settlement 


Accordingly, 1T 1S ORDERED, subject to the terms and 
conditions set forth above, that: 


1. The registration as a broker and dealer of FDI Securi- 
ties, Inc. be, and it hereby is, suspended for a period of 
20 business days. 


2. Beverley R. Wellford, F. Lamar Watson and Robert V. 
Holton, Jr. be, and they hereby are, suspended from 
association with any broker or dealer for periods of 25, 
25 and 20 business days, respectively. 


3. The suspensions of FDI, Wellford and Watson shall be 
effective with the commencement of business on July 2, 
1973. The suspension of Holton shall commence after 
the completion of the suspension period for Wellford 
and Watson. 


4. Pursuant to Rule 261 of Regulation A under the Secu- 
rities Act, the exemption from registration with respect to 
the above offering of securities by Old Kennett Leasing 
Company be, and it hereby is, permanently suspended. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10197/June 5, 1973 


The Securities and Exchange Commission has issued an 
order upon an application of the American Stock Ex- 
change, Inc. determining that the 4-1/2% preferred stock 
($100 par) of Kansas Gas and Electric Company, a Kansas 
corporation, is substantially equivalent to the 4-1/2% pre- 
ferred stock ($100 par) of Kansas Gas and Electric Com- 
pany, a West Virginia corporation, heretofore admitted to 
unlisted trading privileges on the AMEX. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10198/June 4, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act’’) the temporary suspension for 

one ten-day period commencing at 3:00 P.M. (EDT) June 
4, 1973 and terminating at midnight (EDT) on June 13, 

1973 of the securities of North American Resources Cor- 
poration and Consolidated Medical Industries, Inc. 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 


prospective purchasers that, in any trading of the securi- 
ties of these issuers after the trading ban expires, they 
should consider carefully the foregoing information along 
with all other currently available information and any in- 
formation subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rules, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10199/June 4, 1973 


QUODAR EQUITIES, LTD., LAWRENCE LEVINSON 


The Securities and Exchange Commission has ordered the 
institution of public administrative proceedings against 
Quodar Equities, Ltd., of Great Neck, New York, a 
broker-dealer and Lawrence Levinson of Hollywood Hills, 
Florida, the president, director and 70% owner of Quo- 
dar’s common stock. The proceedings are based on allega- 
tions by the staff that respondents Quodar violated and 
Levinson aided and abetted violations of the registration 
and anti-fraud provisions of the Federal securities laws in 
connection with a public offering pursuant to a Regula- 
tion A exemption of the common stock of Aldy Elec- 
tronics Corporation and the after-market trading in the 
Aldy stock. The order also alleges that Registrant violated 
and Levinson aided and abetted violations of the net 
capital, recordkeeping, supplemental financial reporting 
rules and Section 10(b) of the Securities Investor Protec- 
tion Act of 1970. The SIPC trustee has, to date, been re- 
quired to expend approximately $179,000 of SIPC funds 
in payment of customer claims for securities and monies 
owed. 


A hearing will be scheduled by further order to take 
evidence on the staff charges and afford the respondents 
an opportunity to offer any defense thereto, for the pur- 
pose of determining whether the allegations are true and, 
if so, whether any action of a remedial nature is neces- 
sary Or appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10200/June 6, 1973 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934 against Mac-Vee Investment Co. of 
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Manassas, Virginia; JIM Mortgage Brokers of Fairfax City, 
Virginia; Thomas W. McCreary of Warrenton, Virginia; 
James A. Jensen of Vienna, Virginia; and IFS Investors 
Services, Inc. (Registrant) of Chevy Chase, Maryland. Dur- 
ing the relevant period, McCreary was a registered repre- 
sentative and branch manager for Registrant. Also during 
this period Jensen was a registered representative with 
Registrant as well as with another broker-dealer. The 
order is based upon allegations that Mac-Vee, JIM, Mc- 
Creary and Jensen, singly and in concert with others, wil- 
fully violated and wilfully aided and abetted in violations 
of the securities registration provisions of the Securities 
Act of 1933 in that between at or about December 1971, 
to at or about March 1973, they did engage in the offer 
and sale of unregistered securities in the form of promis- 
sory notes, evidences of indebtedness and investment con- 
tracts, evidenced by the assignment of first mortgages and 
accompanying promissory notes, together with underlying 
service agreements and undertakings. The order alleges 
that on March 21, 1973 Mac-Vee, JIM, McCreary and 
Jensen (and others) were permanently enjoined from 
further violations of the Federal securities registration pro- 
visions. The defendants consented to the entry of the in- 
junction without admitting or denying the allegations. 


The order further alleges that during the same period 
Mac-Vee, JIM, McCreary and Jensen violated the Securities 
Exchange Act of 1934 in that they were engaged in the 
business of a broker-dealer in securities (other than ex- 
clusively intra-state) while not registered with the Com- 
mission. 


Additionally, the staff of the Commission charges certain 
violations of the anti-fraud provisions in the offer and 
sale of these securities by Mac-Vee, JIM, McCreary and 
Jensen. Further allegations are made that Registrant failed 
reasonably to supervise persons under its supervision so 

as to prevent the alleged violations of the Securities Act 
and the Exchange Act. 


A hearing will be scheduled by further order to take 
evidence on the staff's allegations and to afford the re- 
spondents an opportunity to offer any defenses thereto 
for the purpose of determining whether the allegations 
are true, and if so, whether any action of a remedial 
nature should be ordered by the Commission. 


For further details, see Litigation Release No. 5851. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10201/June 5, 1973 


NOTICE OF RECEIPT OF NEW YORK STOCK ExX- 
CHANGE PROPOSED INTERPRETATIONS CON- 
CERNING THE DEFINITION OF THE TERM 
“AFFILIATED PERSON” AS THAT TERM IS USED 
IN SECURITIES EXCHANGE ACT RULE 19b-2 
(File No. S7-452). 


The Commission announced that on May 31, 1973 the 
New York Stock Exchange submitted to the Commission 
interpretations which the Exchange proposes to issue with 
respect to the definition of the term “affiliated person,” 
as that term is used in Securities Exchange Act Rule 
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19b-2, as well as in the Exchange’s Rule 318. The inter- 
pretations are intended to clarify when a control relation- 
ship exists between a customer and a money manager 
where investment discretion is exercised in respect of the 
account of the customer. 


Because of the significance of the term “affiliated person” 
in determining the eligibility of a broker-dealer for ex- 
change membership and in determining whether the 40 
percent non-member access discount is available for a 
particular account, and in view of the importance of hav- 
ing any interpretations of its meaning applied on a uni- 
form basis, the Commission has determined to solicit 
public comments with respect to the proposed interpreta- 
tions prior to arriving at its own conclusions as to their 
consistency with the intent of Rule 19b-2. in the mean- 
time, the Commission has indicated that it has no objec- 
tion to the issuance of the proposed interpretations, so 
long as it is clearly understood that they are subject to 
revision as a result of any conclusions the Commission 
may reach as to their appropriateness after it has had an 
opportunity to study any comments which may be sub- 
mitted. 


The interpretations will be available for public inspection 
in the Commission's public reference room, and all in- 
terested persons are invited to submit written comments 
thereon. All comments should be directed to the Office 
of the Secretary, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549, on or 
before July 6, 1973, and should refer to File No. S7-452. 


By the Commission. 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10202/June 5, 1973 


The Securities and Exchange Commission today an- 
nounced, pursuant to Sections 15(c)(5) and 19(a)(4) of 
the Securities Exchange Act of 1934, the temporary sus- 
pension of over-the-counter and exchange trading in the 
securities of Coastal States Gas Corporation for a ten-day 
period commencing at 1:30 P.M. (EDT) on June 5, 1973 
and continuing through June 14, 1973. 


Coastal States Gas Corporation, based in Houston, Texas, 
is in the gas gathering, transmission and petro-chemical 
business. Its common stock and cumulative convertible 
preferred, Series A and B, are listed on the New York 
Stock Exchange. 


The Commission initiated the suspension because of the 
circulation of rumors concerning the accuracy of Coastal’s 
stated gas reserves, the effect of disputes arising under 
certain contracts between Coastal and other parties, the 
deliverability of gas under existing contracts and the im- 
pact on Coastal’s revenues and earnings of the Texas Rail- 
road Commission’s curtailment order and any order that 
may be issued pursuant to pending proceeding in which 
Coastal has requested relief from certain contractual obli- 
gations and the setting of gas rates, and because of 
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the impact of the rumors upon the price and market 
for Coastal’s securities. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10203/June 6, 1973 


See Securities Act Release No. 5401/June 6, 1973. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10204/June 6, 1973 


Admin. Proc. File No. 3-3840 
In the Matter of 


RASKIN, ROGERS & CO., INC. 
5 Hanover Square 

New York, New York 

(8-16651) 


RICHARD A. RASKIN 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


Raskin, Rogers & Co., Inc. (now R. A. Raskin & Co., 
Inc.) (‘registrant’), a registered broker-dealer, and 
Richard A. Raskin, its president, secretary-treasurer and 
principal stockholder, submitted an offer of settlement in 
these proceedings instituted pursuant to Sections 15(b) 
and 15A of the Securities Exchange Act. Under the terms 
of the offer, respondents, solely for the purpose of settl- 
ing these proceedings and without admitting or denying 
the allegations of the order for proceedings as amended, 
consented to findings with respect to the violations 
alleged in that order and to the imposition of specified 
remedial sanctions. 1 


After due consideration of the offer of settlement and 
upon the recommendation of its staff, the Commission 
determined to accept the offer. 


On the basis of the order for proceedings as amended and 
the offer of settlement, it is found that registrant, aided 
and abetted by Raskin, wilfully (within the meaning of 
Section 15 of the Exchange Act) violated the following 
sections of that Act and rules thereunder: 


1. Section 15(b) and Rules 15b1-2 and 15b3-1 in that 
registrant filed with the Commission, as part of its applica- 
tion for broker-dealer registration, a financial statement 
as of July 27, 1971, which falsely stated the assets of the 
firm, and between September 15, 1971 and July 25, 
1972, when the proceedings were instituted, failed 
promptly to file amendments to that application reflect- 
ing that a certain person named therein as holding stock 
in registrant no longer held any such stock and that regis- 
trant had changed the address of its principal place of 
business. 


2. Section 15(c)(3) and Rule 15c3-1 in that, from about 
November 1, 1972 to January 22, 1973, registrant effect- 
ed and attempted to induce securities transactions when 

its aggregate indebtedness exceeded 2,000 percent of its 

net capital and it did not maintain net capital of at least 
$5,000. 


3. Section 17(a) and Rules 17a-3, 17a-5 and 17a-11 in 
that Raskin caused false entries to be made in registrant's 
books and records from about October 1, 1972 to Janu- 
ary 22, 1973 to enhance registrant’s capital position by 
depositing personal checks in its bank account when he 
knew that there were insufficient funds to cover such 
checks, and by removing various liability items; registrant 
failed to make accurately and keep current certain books 
and records between September 15, 1971 and January 
22, 1973; failed to file a report of its financial condition 
for the calendar year 1971 within the required time; and 
from about November 30, 1972 to January 22, 1973, 
failed to give the Commission telegraphic notice that it 
was not in compliance with the net capital and record- 
keeping rules and within 24 hours file a report of its 
financial condition, and thereafter to file a form X17a-11 
report of capital computation and a statement as to what 
action was being taken to correct the record-keeping 
violations. 


The offer of settlement provides that registrant’s broker- 
dealer registration may be revoked and that Raskin may 
be barred from association with any broker-dealer pro- 
vided that after 12 months he may apply for re-entry into 
the securities business in a non-supervisory position upon 
a showing of adequate supervision. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that the broker-dealer 
registration of Raskin, Rogers & Co., Inc. (now R. A. 
Raskin & Co., Inc.) be, and it hereby is, revoked, and 
that Richard A. Raskin be, and he hereby is, barred from 
being associated with any broker or dealer, subject to the 
provision set forth above. 
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For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1The offer further provided that it shall not be used by 
the Commission in any action or proceeding in any Fed- 
eral or state court or before any other administrative 
body. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10205/June 6, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 19(a)(4) and 15(c)(5) of the Securities 
Exchange Act of 1934 (“Exchange Act’’) the temporary 
suspension for a ten-day period commencing at 2:00 p.m. 
(EDT) on June 6, 1973 and terminating at midnight 
(EDT) on June 15, 1973 of the securities of Lectro Man- 
agement Incorporated (‘‘Lectro’’) a New York corpora- 
tion located in Great Neck, New York. 


The Commission initiated the suspension because Lectro 
has failed to comply with the reporting provisions of the 
Exchange Act resulting in the lack of current and accurate 
information available to the public. In addition, questions 
have been raised with respect to unauthorized expendi- 
tures of corporate funds. The National Stock Exchange 
halted trading in securities of Lectro on June 5, 1973. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that, in any trading of the securi- 
ties of this issuer after the trading ban expires, they 
should consider carefully the foregoing information along 
with all other currently available information and any 
information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with a!l of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rules, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10206/June 6, 1973 


The Securities and Exchange Commission announced that 
it has issued an order for the institution of an investiga- 
tion and public investigatory hearing, pursuant to Section 
21(a) of the Securities Exchange Act of 1934, to con- 
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sider whether any changes should be made in the rules, 
policies, practices and procedures of one or more regis- 
tered national securities exchanges respecting commission 
rate schedules. 


The Commission announced that it had received on May 
31, 1973 from the New York Stock Exchange, Inc. pro- 
posed revisions of that exchange’s present commission 
rate schedule as contained in Article XV, Section 2 of its 
constitution and of its Rule 383 regarding service to 
small investors. The May 31 submission from that ex- 
change and the Commission’s order are attached hereto. 


The Exchange informed tiie Commission that it expects 
to submit a documented economic report in support of 
the proposed revisions within a week. That report will be 
available to all interested persons in the Public Reference 
Section, Room 100 at the Commission’s Headquarters 
Office, 500 North Capitol Street, N.W., Washington, D.C. 
20549 and at each of the Commission’s regional offices. 
Persons who wish to obtain a copy of that report may do 
so by writing to Dr. William C. Freund, Vice President 
and Chief Economist, New York Stock Exchange, Inc., 
Eleven Wall Street, New York, New York 10005. 


It is the Commission’s understanding that the NYSE’s 
proposal to increase commission charges by 15% on 
orders from $5,000 up to $300,000 contemplates a 15% 
increase on the entirety of such orders rather than only 
on the portion of orders which exceeds $5,000. It is also 
the Commission’s understanding that the proposed amend- 
ment to Rule 383 would enable member firms to charge 
small investors commissions in excess of the proposed 
10% increase on orders involving from $100 to $5,000 
or the proposed 15% increase on orders involving more 
than $5,000, i.e., the existing fixed commission on small 
investors’ orders would become, as in the case of larger 
investors’ orders, a minimum commission. Further, it 
would permit member firms to negotiate separate charges 
for other services rendered, such as custodial fees. 


The Commission will also consider such other rule pro- 
posals as may be received from exchanges and, where 
appropriate, will issue a supplemental release describing 
them. 


The Commission also announced that a public investiga- 
tory hearing on stock exchange commission rate proposals 
will convene at 10:00 a.m. Monday, July 9, 1973 at the 
Commission’s headquarters, 500 North Capitol Street, 
N.W., Washington, D.C., to receive testimony and other 
relevant data on the foregoing NYSE commission rate 
proposals. The Commission has requested representatives 
of the NYSE to appear at that time to present testimony 
and relevant data and invites all other interested persons 
to submit their views. Persons who wish to appear and 
present factual material at the hearing are invited to noti- 
fy the hearing officer (William E. Toomey, Room 632, 
Securities and Exchange Commission, 500 North Capitol 
Street, N.W., Washington, D.C. 20549, (202) 755-1240) 
of that desire as soon as possible and not later than 

July 9, 1973. 


Witnesses will be expected to file with the hearing officer 
25 copies of their prepared statements 48 hours prior to 
their appearance and.are invited to make available addi- 
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tional copies at the time of their appearance for the bene- 


fit of the press and other interested persons. Other inter- 
ested persons may wish to transmit written submissions 
for inclusion in the record in lieu of personally appearing. 
They should file 25 copies thereof to facilitate examina- 
tion of the record by all interested persons. Such material 
should be submitted not later than July 23, 1973. All 
other communications should be filed in triplicate. 


By the Commission. 


Ronald F. Hunt 
Secretary 
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Mr. Lee A. Pickard 

Director 

Division of Market Regulation 
Securities and Exchange Commission 
500 North Capitol Street, N.W. 
Washington, D.C. 20549 


May 25, 1973 


Dear Mr. Pickard: 


Pursuant to SEC Rule 17a-8 under the Securities and Ex- 
change Act of 1934, we are submitting herewith three 
copies of proposed amendments to Article XV, Section 2 
of the Constitution of the New York Stock Exchange, 
Inc. and amendments to Rule 383. These amendments 
were approved in principle for submission to you by the 
Board of Directors at their meeting on May 24, 1973. 
You will note that the SEC was notified in advance of 
this formal filing by letter dated May 9, 1973 (copy 
attached). 


Specifically, these amendments would: 


1. Increase commission charges on orders from $100 
up to $5,000 by 10 per cent. 


2. Increase commission charges on orders from $5,000 
up to $300,000 by 15 per cent. 


3. Permit member firms to negotiate separate charges 
for other services rendered, such as custodial fees. 


Commission on portions of orders in excess of $300,000 
would continue to be negotiable. 


A documented economic report in support of our pro- 
posal is expected to be available next week. 


Questions regarding this matter may be directed to Dr. 
William C. Freund, Vice President and Chief Economist 
of the New York Stock Exchange. 


Very truly yours, 

James E. Buck 

Secretary 

THE NEW YORK STOCK EXCHANGE 
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New language in italics - Deleted |anguage in brackets [ | 


PROPOSED AMENDMENT TO ARTICLE XV, 
SECTION 2 


“(4) On any order involving an amount not in excess of 
$5,000, the commission computed in accordance with 
this paragraph 2(a) shall be increased by 10%. On any 
order involving an amount in excess of $5,000, the com- 
mission computed in accordance with this paragraph 2(a) 
shall be increased by 15%.” 


PROPOSED AMENDMENT TO RULE 383 


“No member organization which introduces or carries the 
accounts of customers who purchase or sell small amounts 
of stock shall impose any limitation of any kind on the 
size or frequency of customer orders in such accounts or 
the size of such accounts, unless such limitation was gen 
erally imposed prior to April 1, 1969. [With respect to 
the execution of any small order for the purchase or sale 
of any security admitted to dealings on the Exchange, no 
member organization shall impose any fee, commission or 
other charge on any customer in excess of the commission 
prescribed in Article XV, Section 2(a) of the Constitu- 
tion.) 


So 8 6 @ 


The Honorable G. Bradford Cook 
Chairman 

Securities and Exchange Commission 
500 North Capitol Street 
Washington, D.C. 20549 


May 9, 1973 


Dear Chairman Cook: 


At its meeting last Thursday, the Exchange’s Board of 
Directors voted in favor of submitting to the SEC a com- 
mission rate adjustment designed to offset some of the 
severe impact of cost inflation on the securities industry. 
Specifically, the Board’s proposal would: 


1. Increase commission charges on orders from $100 
up to $5,000 by 10 per cent. 


2. Increase commission charges on orders from $5,000 
to $300,000 by 15 per cent. 


3. Permit member firms to negotiate separate charges 
with their customers for custodial services. 


Commissions on portions of orders in excess of $300,000 
would continue to be negotiable. 


In advance of sending you a formal proposal in appropri- 
ate detail, we thoughtit in order to submit now some of 
the major facts which will highlight that proposal and 
which supported the Board’s action of last Thursday. 
These facts include data on the severity of cost inflation 
in the securities industry over the past three years; on the 
trend of industry profitability; and on the additional 
revenues likely to be obtained under the Board’s proposal 
given varying volume assumptions. 


Dimensions of Cost Inflation. 
Our Research Department has compiled a cost index for 
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the major materials and services purchased by the broker- 
age industry.“ These data point to an increase attribut- 
able to cost inflation of 18% over the past three years. 
For example, the cost index for postage and office sup- 
plies rose 34.3%, telephone and telegraph costs 33.5%, 
and salaries and wages 20.1%. Details appear in Table 1 
on the following page. 


In measuring cost inflation, our base is April, 1970, when 
the service charge became effective. As you know, this 
was the last time the securities industry received any rate 
increase. Indeed, since that date commission rates have 
been reduced, first with the advent of negotiated rates at 
a cut-off level of $500,000 and $300,000, and second 
with the revision in the structure of the commission rate 
schedule introduced in March of 1972. 





* Since registered representatives’ compensation as well as certain 
commission fees are usually set as a percentage of gross commis- 
sion revenues, they were assumed to be unaffected by inflation. 
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Table 1 


PRICE CHANGES OF GOODS AND SERVICES 
PURCHASED BY NYSE MEMBER FIRMS 


1970-1973 
Per Cent 
Increase 
in Unit 
Costs Contribution 
1970- to Overall 
Cost Items 1973 Wts. Price Change 
Professional Fees 12.8% 4.69% 0.60% 
Market Information Services 5.4 2.62 0.14 
Subscription to Periodicals 18.1 1.38 0.25 
Telephone and Telegraph 33.5 8.01 2.68 
Advertising and Sales 
Literature 13.9 2.38 0.33 
Entertainment and Travel ne 3.80 0.29 
Equipment Rental 2.2 5.19 0.11 
Postage, Stationery and 
Office Supplies 34.3 5.97 2.05 
Clerical and Administra- 
tive Salaries 20.1 46.20 9.29 
Other Employee Benefits 24.9 6.57 1.64 
Rent, Heat, Light, etc. 9.9 9.87 0.98 
Leased Wires 0.0 1.97 0.00 
Tickers and Projectors 0.0 1.35 0.00 
Total 100.00% + 18.36% 
Weighted Index of Prices Paid by Member Firms: 1970 = 100.00 
1973 = 118.36 


Note: These data exclude local tax costs and interest costs. The 
weights are based on 1971 expenses. 
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Industry Profitability. 


The profitability of all member firms has deteriorated 
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sharply. Indeed, during this year’s first quarter, NYSE 
member firms incurred losses of about $75 million. As 
the following table shows, the deterioration in profits has 
been a general trend since the first quarter of 1972. 


Table 2 


MEMBER FIRM PROFITABILITY FROM ALL SOURCES 


Percent of Firms Rpting. 


Loss 15% 

Total or Per Annum 

Profits Over of Return on 

Pre-Tax Excess No. of Total Capital 

(Mil- Net Firms Pre- After 
Month lions) Losses Capital Rpting. Tax Tax 
1972 
Jan. $138.3 9% 2% 514 32.7% 17.0% 
Feb. 129.6 7 N.A. 541 30.9 16.0 
Mar. 125.7 8 N.A. 530 26.7 13.9 
Apr. 91.4 18 N.A. 516 25.2 13.1 
May 94.7 20 N.A, 519 21.8 11.4 
June 41.7 27 N.A. 546 11.1 5.8 
July 0.4 46 9 520 0.1 0.1 
Aug. 71.8 19 3 535 20.3 10.5 
Sept. (23.8) 52 11 536 (6.4) (3.3) 
Oct. 19.0 40 7 534 5.1 2.7 
Nov. 120.5 15 3 530 33.1 17.2 
Dec. 68.0 28 8 575 18.9 9.8 
Full Year 
1972 $877.3 - - - 18.7% 9.7% 
1973 
Jan. $(10.1) 35 10 520 ( 2.8%) (1.5%) 
Feb. (41.0) 57 13 521 (12.1) (6.3) 
Mar. (23.6) 48 9 528 N.A. N.A. 


To emphasize the quarterly trend in industry profits, Table 
3 shows profit figures for each quarter, as well as that 
quarter’s contribution to the full year profit figure. Over 
70 per cent of the $877 million in pre-tax profits for 
1972, was earned during the first half of that year. The 
first quarter alone accounted for 45 per cent of the full 
year’s profit. 


Table 3 


QUARTERLY PROFIT FIGURES FOR ALL FIRMS 


Full 
Year First Second Third Fourth 
1972 Quarter Quarter Quarter Quarter 
Millions of 
Dollars 877.3 393.6 227.8 48.4 207.5 
Per Cent of 
Year's Profit 100 45 26 5 24 


The industry’s unrelieved cost increases have comie into 
particularly sharp focus during the first quarter of 1973 
when share volume declined in all markets. For the 
quarter as a whole, NYSE volume ran 7-1/2% below last 
year’s first quarter while AMEX volume dropped 39% 
and OTC volume 17-1/2%. This dismal picture has con- 
tinued into April. 


The continuing decline in sare volume also showed up 
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in a parallel decline in the number of tape prints, which 
may be viewed as a rough measure of demand. The com- 
bined number of trades on the NYSE and the AMEX in 
March were little more than 40,000 per day, compared 
with nearly 60,000 per day a year earlier. Under these 
circumstances, the high fixed costs of member firms, 
swollen over the years by general price inflation, has 
caused a severe profit squeeze. 


Revenue Needs to Offset Inflation. 


The Board’s proposal envisages merely offsetting cost in- 
flation. We estimate that member firm costs are about 
$510 million greater than they would have been in the 
absence of inflation since April, 1970. Commission- 
related expenses rose approximately $300 million during 
this period of time, according to our calculations and it 
is only this increase which the Board seeks to offset. 


Projected Added Revenues from Proposal. 


Our later filing will set forth in greater detail the added 
commission revenues projected for various levels of 
volume. We estimate that the Board proposal would gen- 
erate approximately $300 million with a 16-1/2 million 
share per day average on the NYSE — the volume achieved 
in 1972. Thus, revenue needs based on cost inflation 
would be met. 


We will also be submitting to you an analysis of the im- 
pact of the proposed commission rate adjustment on 
various types of firms. At present, these data are based 
on trading distributions available for the fourth quarter 
of 1971. However, we are endeavoring to complete tabu- 
lations for the second quarter of 1972 to enable us to 
update these statistics. 


It might be well to stress again that the Board’s commis- 
sion rate proposal does not encompass any notion of 
minimum levels of profits or returns on invested capital. 
It is designed merely to compensate for the effects of in- 
flationary forces over which member firms have little con- 
trol. These inflationary forces are continuing unabated 
and thereby continue to undermine each month the pro- 
fitability of securities firms. 


We are hopeful that the Commission will be able to ac- 
cord our request a prompt hearing. We would be pleased 
to have the opportunity to respond to questions which 
you or your staff may have even before our final sub- 
mission. For this purpose, you may wish to contact our 
Vice President and Chief Economist, Dr. William C. 
Freund. 


Sincerely, 

James E. Buck 

Secretary 

THE NEW YORK STOCK EXCHANGE 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10207/June 7, 1973 


INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 382/June 7, 1973 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7853/June 7, 1973 


Admin. Proc. File No. 3-2971 
In the Matter of 


SIEREGA & COMPANY, INC. 
Los Angeles, California 
(8-13052) (801-4169) 


SIEREGA MANAGEMENT & RESEARCH COMPANY, 
INC. 
DONALD L. SIEREGA 


NOTICE THAT INITIAL DECISION HAS 
BECOME FINAL 


In these proceedings under the Securities Exchange, In- 
vestment Advisers and Investment Company Acts, no 
petition for review of the administrative law judge’s initial 
decision has been filed with respect to the above-cap- 
tioned respondents. The time for filing any such petition 
has expired, and the Commission has not determined to 
review the issues with respect to those respondents on its 
own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 17(f) 
of the Commission’s Rules of Practice, that the initial de- 
cision of the administrative law judge with respect to 
Sierega & Company, Inc. (‘registrant’), Sierega Manage- 
ment & Research Company, Inc. (““Management’’) and 
Donald L. Sierega has become the final decision of the 
Commission. The order contained in that decision (1) re- 
voking registrant's broker-dealer and investment adviser 
registrations and expelling it from membership in the 
National Association of Securities Dealers, Inc.; (2) pro- 
hibiting Management from being an investment adviser of 
a registered investment company or an affiliated person 
of such an investment adviser; and (3) barring Donald L. 
Sierega from association with any broker-dealer and pro- 
hibiting him from serving or acting as an employee, of- 
ficer, director, member of an advisory board, investment 
adviser or principal underwriter for a registered invest- 
ment company, or as an affiliated person of such an in- 
vestment adviser, is hereby declared effective. 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10208/June 7, 1973 


Admin. Proc. File No. 3-4017 
In the Matter of 

LEONARD WALKER 

16-22 215th Street 

Bayside, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 
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Leonard Walker, a respondent in these proceedings pur- 
suant to Sections 15(b) and 15A of the Securities Ex- 
change Act who during the relevant period was a regis- 
tered representative of several registered broker-dealers, 
has made an offer of settlement. Under the terms of the 
offer, respondent, solely for the purpose of settlement of 
these proceedings and without admitting or denying the 
allegations of the order for proceedings, consented to 
findings of misconduct as alleged in that order and to the 
imposition of specified remedial sanctions. 


Upon the recommendation of its staff, the Commission 
found respondent's offer acceptable. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that from about January 1, 1967 
to December 31, 1969, respondent wilfully violated, 
aided and abetted violation of, or caused to be violated 
Section 17(a) of the Securities Act and Sections 10(b), 
15(c) and 17(a) of the Exchange Act and Rules 10b-5, 
15c1-4 and 17a-3 thereunder. He established nominee and 
profit-sharing accounts at various broker-dealers, without 
disclosing his beneficial interest in such accounts, in 

order to purchase and sell new issue securities underwrit- 
ten by such broker-dealers and intended for distribution 
to the public, received from customers portions of the 
profits on new issue securities purchased and sold in such 
accounts, and caused to be delivered to customers con- 
firmations which failed to disclose the source and total 
amount of other remuneration he was to receive in con- 
nection with such transactions. 


The offer of settlement provides that respondent may be 
suspended from association with any broker-dealer, invest- 
ment adviser or investment company for six months, that 
thereafter on the condition that he make a showing of 
adequate supervision to the Commission, he may become 
reassociated with a broker-dealer in a non-supervisory and 
non-proprietary capacity and reassociated with an invest- 
ment company or investment adviser, and that three years 
after being permitted to be reassociated with a broker- 
dealer, he may apply to the Commission to be so associ- 
ated in a proprietary or supervisory capacity. In connec- 
tion with his offer, respondent undertook to submit to 
the Commission an affidavit and proof that all federal, 
state and local income taxes on profits made in connec- 
tion with this matter have been paid. 


In view of the foregoing, it is in the public interest to 
impose the sanctions to which respondent has consented. 


Accordingly, 1T 1S ORDERED that, subject to the above 
conditions, Leonard Walker be, and he hereby is, sus- 
pended from being associated with a broker, dealer, in- 
vestment adviser or investment company for a period of 
six months commencing June 25, 1973. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10209/June 8, 1973 





INTERPRETATION OF RULE 15c3-1 RESPECTING 
THE NET CAPITAL TREATMENT OF SECURITIES 
POSITIONS AND TRANSACTIONS IN SUSPENDED 
SECURITIES 


The Commission today released the attached Division of 
Market Regulation letter to the National Association of 
Securities Dealers respecting the Division's interpretation 
of the net capital treatment to be given to securities posi- 
tions, transactions and obligations in suspended securities. 


Mr. Frank J. Wilson, Senior Vice President 
National Association of Securities Dealers, Inc. 
1735 K Street, N.W. 

Washington, D.C. 20006 


Dear Mr. Wilson: 


Recently a number of questions have been raised regard- 
ing the net capital treatment which should be given to 
firm and customer obligations with respect to securities 
positions and securities transactions during a period in 
which trading in a particular security has been suspended 
by order of the Commission pursuant to Section 15(c)(5) 
or Section 19(a)(4) of the Securities Exchange Act of 
1934. 


The purpose of the net capital rule is to require a broker 
or dealer to have at all time sufficient liquid assets to 
cover its current indebtedness. The need for liquidity has 
long been recognized as vital to the public interest and 
for the protection of investors and is predicated on the 
belief that accounts are not opened and maintained with 
broker-dealers in anticipation of relying upon suit, judg- 
ment and execution to collect claims but rather that on 
reasonable demand one can liquidate his cash or securities 
positions. With this background the Division is of the 
view that for purposes of the net capital rule securities 
positions and securities transactions in which trading has 
been suspended should be treated as follows: 


1. Long Proprietary Positions 


Where the broker-dealer is long in a proprietary account, 
whether a firm trading account or investment account, a 
partners account subject to an equity agreement pursuant 
to subparagraph (c)(4) of Rule 15c3-1, or securities which 
have been contributed as subordinated capital pursuant to 
subparagraph (c)(7) of Rule 15c3-1 and where such secu- 
rities have been suspended by order of the Commission 
such positions should be treated as assets not readily con- 
vertible into cash which should be deducted in computing 
“net capital’ for purposes of Rule 15c3-1 under the Secu- 
rities Exchange Act of 1934. 


2. Short Proprietary Positions 


Where the broker-dealer is short a suspended security in 
a proprietary account, the broker-dealer shall value the 
position at the last sale price prior to the suspension and 
shall reduce net capital by the appropriate haircut on the 
presumed market value of the position. The Division does 
not believe it would be appropriate to value such short 




















positions at zero as it may prove impossible to cover the 
short position at that price when the suspension is lifted. 


3. Fails to Receive and Uncompleted Customers’ Sales 
Transactions 


When the broker-dealer is failing to receive the security 
which has been suspended from another broker-dealer or 
where a customer has sold the securities prior to the sus- 
pension and has not yet made delivery to the broker- 
dealer, the related contract liability either to another 
broker-dealer or to the customer shall be included in 
computing aggregate indebtedness, except where such 
liability would be excluded under subparagraph (c)(1)(D) 
of Rule 15c3-1. 


4. Fails to Deliver 


Absent a tender of delivery of the suspended securities to 
a purchasing broker-dealer there can be no assurance that 
the fail to deliver is collectible by the broker-dealer hav- 
ing an obligation to deliver. In numerous instances the 
broker will be unable to make such tender since he may 
not have possession of the securities needed to make de- 
livery and he will be unable to determine the collect- 
ability of that receivable. The Division is therefore of the 
view that such fails to deliver should be treated as assets 
not readily convertible into cash and deducted in comput- 
ing net capital until they are collected or the suspension 
is lifted. 


5. Customers’ Special Cash Accounts Under Section 4(c) 
of Regulation T 


When a customer purchases securities in a Special Cash 
Account Under Section 4(c) of Regulation T he under- 
takes to make payment within seven business days after 
the purchase. If payment is not made by the seventh 
business day and an extension is not obtained through a 
committee of a national securities exchange, the broker 
must cancel or otherwise liquidate the unsettled portion 
thereof. Since the customer generally has an obligation 
to make full cash payment within seven business days it 
is appropriate for customer accounts which are long the 
suspended security to be treated as fully secured and col- 
lectible until the seventh business day following the pur- 
chase, however, if payment is not so received the cus- 
tomer’s account must be considered unsecured and the 
full amount of the unsettled portion of the purchase price 
must be deducted in computing the broker-dealer’s net 
capital unless the broker-dealer is otherwise secured. With 
respect to transactions which are normally consummated 
on a C.0.D. basis payment may be delayed no longer 
than 10 business days after settlement date and if pay- 
ment is delayed beyond that date the receivable should 
be deemed unsecured and deducted in computing net 
capital. 


6. Transactions in a General Account Under Section 3(a) 
of Regulation T 


(a) Where a customer is long in a general account a 
security which has been suspended and where such sus- 
pension results in the security receiving no loan value and 
if as a result the customer’s account becomes partially 
secured or unsecured, the deficiency shall be de- 


ducted in computing net capital. 


(b) Where the customer is short in a margin account a 
security which has been suspended for purposes of the 
net capital rule the ledger credit balance continues to be 
included in aggregate indebtedness. 


We hope this letter clarifies the treatment of positions 
and obligations of broker-dealers in suspended securities. 
If we may be of any further assistance, please do not 
hesitate to contact us. 


Sincerely, 
Lee A. Pickard 
Director 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10210/June 8, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 ("Exchange Act’’) the temporary suspension of 
over-the-counter trading in securities of Royal Properties 
Incorporated of San Diego, California for a ten-day period 
commencing at 10:00 a.m. (EDT) on June 8, 1973 and 
terminating at midnight (EDT) on June 17, 1973. 


The Commission initiated the subject suspension because 
the subject issuer failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that, in any trading of the securi- 
ties of this issuer after the trading ban expires, they 
should consider carefully the foregoing information along 
with all other currently available information and any in- 
formation subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, 

the Commission will consider the need for prompt en- 
forcement action. 








HOLDING COMPANY ACT 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17981/June 4, 1973 
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In the Matter of 


THE SOUTHERN COMPANY 
SOUTHERN SERVICES, INC. 
Atlanta, Georgia 

(70-5061) 


SUPPLEMENTAL ORDER REGARDING PROPOSED 
ISSUE AND SALE OF NOTES TO BANK BY SUB- 
SIDIARY SERVICE COMPANY 


The Southern Company (‘‘Southern”), a registered hold- 
ing company, and its wholly-owned subsidiary service 
company, Southern Services, Inc. (““Services’’), have filed 
with this Commission a fourth post-effective amendment 
to the declaration in this proceeding pursuant to Sections 
6(a), 7, 12(b) and 12(f) of the Public Utility Holding 
Company Act of 1935 (“‘Act’’) and Rule 45 promulgated 
thereunder regarding the following proposed transactions. 


By orders dated September 17, 1971 and July 12, 1972 
(Holding Company Act Release Nos. 17276 and 17642, 
respectively) the Commission authorized Services to issue 
and sell its unsecured promissory notes (“Equipment 
Notes’’) to Chemical Bank of New York City from time 
to time prior to July 1, 1973, in an aggregate amount not 
exceeding $14,000,000 outstanding at any one time. The 
Equipment Notes were to be guaranteed by Southern and 
the proceeds were to be used by Services to pay for com- 
puters and related equipment. In File No. 70-5237, in- 
volving a related transaction, Services stipulated that no 
more than $9,000,000 of Equipment Notes would be 
issued under the heretofore mentioned authorizations and 
that issuance of the remaining $5,000,000 would be the 
subject of a post-effective amendment to File No. 70- 
5061. As of March 31, 1973, $5,657,000 of Equipment 
Notes were outstanding and Services anticipates that on 
June 30, 1973, $7,735,000 of such notes will be out- 
standing. 


In said fourth post-effective amendment Services proposes 
to increase to, $14,000,000 the aggregate amount of 
Equipment Notes which may be outstanding at any one 
time and further requests that, due to changes in the 
scheduled delivery dates of equipment, it be permitted to 
issue and sell such notes to Chemical Bank from time to 
time prior to July 1, 1974. 


The fees and expenses to be incurred in connection with 
the proposed transactions are estimated to aggregate 
$1,100. No State commission and no Federal commission, 
other than this Commission, has jurisdiction over the 
proposals contained in said post-effective amendment. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public in- 
terest and in the interest of investors and consumers that 
said declaration, as amended by said fourth post-effective 
amendment, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
amended by said fourth post-effective amendment, be, 


and it hereby is, permitted to become effective forth- 
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with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17982/June 4, 1973 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 
(70-5335) 


ORDER AUTHORIZING ISSUE AND SALE OF 
$50,000,000 PRINCIPAL AMOUNT OF 
DEBENTURES 


Consolidated Natural Gas Company (‘’Consolidated”’), a 
registered holding company, has filed a declaration and 
amendments thereto with this Commission pursuant to 
Sections 6(a) and 7 of the Public Utility Holding Com- 
pany Act of 1935 (‘‘Act’’) and Rule 50 promulgated 
thereunder regarding the following proposed transaction. 


Consqlidated proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50, 
$50,000,000 principal amount of % Debentures due 
June 1, 1998. The interest rate (which will be a multiple 
of 1/8 of 1%) and the price, exclusive of accrued interest, 
(which will be not less than 99% or more than 102% of 
the principal amount thereof) will be determined by the 
competitive bidding. The debentures will be issued as a 
new series under a Third Supplemental Indenture dated 
as of June 1, 1973, to the Indenture between Consoli- 
dated and Manufacturers Hanover Trust Company, New 
York, New York, as Trustee. The Indenture includes a 
prohibition until June 1, 1978, against refunding the issue 
with or in anticipation of funds borrowed at a lower ef- 
fective interest cost. The Series 1998 bonds will be sub- 
ject to a sinking fund, commencing June 1, 1978, de- 
signed to retire 80% of the aggrecate principal amount 
thereof by maturity. The proceeds of the sale of the de- 
bentures will be used to finance, in part, the 1973 capital 
expenditures of Consolidated’s subsidiary companies, 
presently estimated at $167,000,000, including 
$107,500,000 required to develop sources of additional 
gas supply. 


The fees and expenses of counsel for the underwriters, to 
be paid by the successful bidders, are estimated at 
$18,000. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 17942, and 
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no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to be- 
come effective. 


1T 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become ef- 
fective forthwith, subject to the terms and conditions pre- 
scribed in Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17983/June 6, 1973 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Ninth and Louisiana Streets 

Little Rock, Arkansas 72203 

(70-5356) 


NOTICE OF PROPOSED CHARTER AMENDMENT 
AND SOLICITATION OF PROXIES IN CONNEC- 
TION THEREWITH 


NOTICE IS HEREBY GIVEN that Arkansas Power & 
Light Company (‘Arkansas’), a public-utility subsidiary 


company of Middle South Utilities, Inc. (‘Middle South’’), 


a registered holding company, has filed a declaration with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 ("Act’’), designating Sections 
6(a)(2), 7, and 12(e) of the Act and Rule 62 promulgated 
thereunder as applicable to the proposed transactions. All 
interested persons are referred to the declaration, which 
is summarized below, for a complete statement of the 
proposed transactions. 


Arkansas proposes to amend its Agreement of Consolida- 
tion or Merger (‘‘Charter’’) to increase the number of 
authorized shares of its common stock and preferred 
stock. Arkansas is authorized to have 20,000,000 shares 
of common stock, of which 17,790,000 shares are pres- 
ently issued and outstanding, and 1,000,000 shares of 
preferred stock, of which 863,500 shares are presently 
issued and outstanding. The outstanding preferred stock 
consists of a series of 70,000 shares of 4.32% preferred 
stock, a series of 93,500 shares of 4.72% preferred stock, 
a series of 75,000 shares of 4.56% preferred stock, a series 
of 75,000 shares of 4.56% preferred stock (1965 Series), 
a series of 100,000 shares of 6.08% preferred stock, a 
series of 100,000 shares of 7.32% preferred stock, a series 
of 150,000 shares of 7.80% preferred stock, and a series 
of 200,000 of 7.40% preferred stock. Arkansas now pro- 
poses to increase the number of authorized shares of 


common stock and preferred stock to 50,000,000 shares 
and 2,500,000 shares, respectively, and states that, in 
order to maintain a satisfactory capitalization ratio and 
flexibility in financing its construction program during 
the next few years, it is necessary that sufficient numbers 
of authorized shares of common stock and preferred 
stock be available for issuance and sale. 


Arkansas intends to submit the proposed amendment of 
its Charter to its shareholders for their approval at a 
special meeting of shareholders to be held on September 
20, 1973. In connection therewith, Arkansas proposes to 
solicit proxies from the holders of its common stock and 
preferred stock through use of solicitation material which 
sets forth the proposed amendment in detail. The declara- 
tion states that under the applicable provisions of the 
Arkansas Business Corporation Act, the proposed amend- 
ment requires (1) the affirmative vote of the holders of 
at least two-thirds of all of the outstanding shares of 
Arkansas’ common stock and preferred stock; (2) the 
affirmative vote of the holders of at least two-thirds of 
all of the outstanding shares of Arkansas’ common stock 
voting separately from the preferred stock as one class; 
and, (3) the affirmative vote of the holders of at least 
two-thirds of all of the outstanding shares of Arkansas’ 
preferred stock voting separately from the common stock 
as one class. Middle South, holder of all of the outstand- 
ing shares of Arkansas’ common stock and 95.4% of all 
outstanding shares of all stock of Arkansas, has indicated 
that all such shares will be voted in favor of the proposed 
amendment. 


The fees and expenses to be incurred in connection with 
the proposed transactions are estimated at $25,000, in- 
cluding counsel fees of $4,000. The declaration states 
that the Arkansas Public Service Commission has jurisdic- 
tion over the proposed Charter amendment and that no 
other State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than June 29, 1973, request in writing 
that a hearing be held with respect to the proposed trans- 
actions, stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may re- 
quest that he be notified if the Commission should order 
a hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) 
upon the declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney-at-law, 
by certificate) should be filed with the request. At any 
time after said date, the declaration, as filed or as it may 
be amended, may be permitted to become effective as 
provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 

grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 
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For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Rorald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17984/June 5, 1973 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
New York, New York 10020 


AMERICAN NATURAL GAS PRODUCT:ON COMPANY 
AMERICAN NATURAL GAS SERVICE COMPANY 
MICHIGAN WISCONSIN PIPE LINE COMPANY 
WISCONSIN GAS COMPANY 

MICHIGAN CONSOLIDATED GAS COMPANY 
(70-5349) 


ORDER AUTHORIZING ACQUISITION BY REGIS- 
TERED HOLDING COMPANY OF COMMON STOCK 
OF, AND BANK BORROWINGS BY, NON-UTILITY 
SUBSIDIARY COMPANY TO FINANCE LEASE 
ACQUISITIONS; RELATED BANK BORROWINGS 
BY HOLDING COMPANY; EXCEPTION FROM CON- 
SOLIDATED TAX ALLOCATION PROVISIONS OF 
RULE 45(b)(6) 


American Natura! Gas Company (‘‘American Natural’), 

a registered holding company, and its wholly-owned non- 
utility subsidiary company, American Natural Gas Produc- 
tion Company (‘‘Production Company’’), together with 
the other subsidiary companies of American Natural 
named above have filed with this Commission an applica- 
tion-declaration and amendments thereto under Sections 
6, 7, 9, 19 and 12(f) of the Public Utility Holding Com- 
pany Act of 1935 (‘‘Act’’), and Rules 43 and 45 promul- 
gated thereunder regarding the following proposed trans- 
actions. 


The American Natural System (‘‘System’’) is engaged, 
among other things, in a broad program to increase the 
System’s natural gas reserves and, as part of that program, 
proposes to participate in off-shore lease sales scheduled 


for June 19, 1973 by the U.S. Department of the Interior. 


More specifically, Production Company, which is the gas 
exploration and drilling subsidiary of American Natural, 
has agreed to participate with several non-affiliated oil 
and gas producing companies (‘the participants’’) in bid- 
ding for tracts in the Texas off-shore area. A total of 129 
such tracts are being offered for competitive bidding by 
the Interior Department. It is stated that bids accepted 
by the Department must be paid in full within 30 days 
after acceptance; and Production Company’s commitment 
for possible lease acquisitions is expected not to exceed 
$50,000,000. The application-declaration, as amended, 
states that the participant group, formed in 1967, was 
joined by Production Company on April 19, 1973; that 
as a participant Production Company will acquire a 

fixed working interest in leases acquired; that the propor- 
tion of the total lease costs to be borne by Production 
Company will exceed its fixed working interest; that the 
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extent of the excess, determined in arms-length negotia- 
tions by Production Company with the other participants, 
is designed to compensate the other participants for their 
preliminary costs (consisting of out-of-pocket expenses, 
overheads, time and effort, etc.) in preparing for the bid- 
ding; that, apart from the excess of the proportionate 
lease cost over the working interest to be acquired by it, 
Production Company will not be liable for any of such 
preliminary costs regardless of the outcome of the June 
19, 1973 bidding; and that in any subsequent bidding for 
leases by this participant group, Production Company’s 
share of lease costs will be proportional to its working 
interest. It is further stated that Production Company 
would not be equipped to make such bids without joining 
a bidding group having the necessary expertise. 


It is further stated that exploration and drilling on leases 
acquired by the participants will commence as soon as 
possible; that Michigan Wisconsin Pipe Line Company 
(‘Michigan Wisconsin’’), a wholly-owned interstate pipe- 
line subsidiary of American Natural, has agreed to make 
advance payments to the participants covering the ex- 
penses relating to exploration, development and produc- 
tion of gas; that these payments (including an initial ad- 
vance payment to Production Company estimated at 
approximately $10,000,000) will be made in accordance 
with the Federal Power Commission’s Order No. 465 in 
Docket No. R-411 and will be includable in Michigan 
Wisconsin’s rate base; and that, in consideration for the 
advance payments, Michigan Wisconsin will have the right 
to purchase all the recoverable gas from the tracts leased 
by the participants. 


To finance its aforesaid commitment of up to 
$50,000,000, Production Company proposes to issue and 
sell (a) its notes to banks in an amount not exceeding 
$20,000,000 at any one time outstanding and (b) shares 
of its $100 par value common stock to American Natural 
in an aggregate par amount up to $30,000,000. The 
amount of common stock thus sold to the parent com- 
pany will at all times be equal to at least 150% of Pro- 


duction Company's outstanding indebtedness to the banks. 


To accommodate the proposed sale of its common stock, 
Production Company proposes to amend its Certificate 
of Incorporation to increase its authorized common stock 
from 80,000 shares to 380,000 shares. 


Production Company has obtained loan commitments 
from the following banks, all of Detroit, Michigan, in the 
maximum amount indicated for each: 


National Bank of Detroit $10,000,000 
Detroit Bank and Trust Company 4,000,000 

Manufacturers National Bank of 
Detroit 4,000,000 
Michigan National Bank of Detroit 2,000,000 
Total $20,000,000 


The borrowings will be evidenced by notes maturing three 
years after the date of the related credit agreement. The 
notes will bear interest at the annual rate of 1% above 
the prime rate in effect at the lending bank on the date 
of each borrowing and adjusted for changes in the prime 
rate, and will be prepayable at any time without penalty. 
Production Company will pay a commitment fee of 1/2 
of 1% per annum on any unused portion of the commit- 


























ment, and may reduce the amount of the commitment at 
any time. There wil' be no compensating balance require- 
ments, 


American Natural proposes to borrow from two New 
York banks up to $30,000,000, on its unsecured promis- 
sory notes, in the amounts indicated below for each 
bank: 


First National City Bank $18,000,000 

Manufacturers Hanover Trust 
Company 12,000,000 
Total $30,000,000 


The proceeds will be used by American Natural, to the 
extent required, solely to purchase shares of Production 
Company as indicated above. The notes will mature July 
1, 1974; will bear interest at the prime rate in effect at 
the lending bank on the date of borrowing and adjusted 
for changes in the rate; and will be prepayable at any 
time without penalty. American Natural will be required 
to maintain compensating balances with the lending 
banks, which is expected to result in an effective interest 
cost approximately one percentage point above an 
assumed prime rate of 7-1/4%. There is no commitment 
fee. 


American Natural and its subsidiary companies (including 
Production Company) join annually in filing a consoli- 
dated Federal income tax return. The application-declara- 
tion states that certain inequities, and detriments to the 
System's efforts to develop new gas reserves, would re- 
sult if the group’s consolidated income tax liabilities were 
continued to be allocated in strict accordance with the 
provisions of Rule 45(b)(6) under the Act; and, pursuant 
to subparagraph (a) of Rule 45, authorization is requested 
with respect to the tax years 1972, 1973 and 1974, to 
allocate the consolidated Federal income taxes in a man- 
ner which would deviate in certain respects from the 
method prescribed by Rule 45(b)(6). The proposed devia- 
tion, more fully set forth below, involves operations of 
Production Company. 


Since its incorporation in 1957, Production Company has 
engaged in exploration and drilling for natural gas on a 
relatively small scale. In eleven of the sixteen years 
1957-1972, it incurred tax losses which have been in- 
cluded in the consolidated tax returns and resulted in 
commensurate consolidated tax savings. Prior to 1972, 
these losses and resultant tax reductions were for the 
most part relatively small. However, it is stated that in 
1972 Production Company expanded its lease acquisition 
and exploration activities in the Hugoton-Anadarko Basin 
from which its affiliate Michigan Wisconsin purchases 
substantial gas supplies; that largely as a result of this 
activity Production Company realized a tax loss in 1972 
estimated at $1,928,000, with a related estimated saving 
in consolidated taxes of $926,000; that said activity is 
being continued in 1973; and that the remittance of said 
1972 tax saving to Production Company through the pro- 
posed deviation from Rule 45(b)(6), would provide Pro- 
duction Company with funds to assist in financing con- 
tinuation of that gas supply program. 


Production Company's proposed program for participa- 
tion in the Texas offshore bidding for oil and gas leases 


will significantly expand its efforts to increase the Sys- 
tem’s gas reserves. The filing states that normally several 
years elapse before newly-discovered gas reserves can be 
developed and marketed; and that during these early years 
a large portion of the related expenses for gas exploration 
and development, although capitalized per books, are de- 
ducted as current expenses for Federal income tax pur- 
poses and thus produce tax losses and commensurate sav- 
ings in the consolidated tax liability. With respect to the 
proposed offshore bidding, and based upon various 
assumptions as to the success of the participants in ob- 
taining leases, the amount of the lease bonuses paid, the 
exploration and development costs incurred, and the time 
within which such costs are incurred, it is estimated that 
Production Company could experience losses for Federal 
income tax purposes in the range of $8,500,000 and 
$9,500,000 in the years 1973 and 1974, respectively, 
which at present tax rates could result in the allocation 
of $4,000,000 and $4,500,000 in related tax credits to 
Production Company in those years under the proposed 
deviation from Rule 45(b)(6). It is further stated that 
allocation of these tax savings to system companies other 
than Production Sompany under the provisions of Rule 
45(b)(6) would adversely affect Production Company's 
ability to finance continued efforts to enlarge the Sys- 
tem’s future gas reserves. In addition, it is stated that the 
proposed deviation to permit allocation to Production 
Company of such consolidated tax savings would provide 
Production Company with the funds necessary to service 
the debt incurred under its proposed $20,000,000 lines 
of credit. 


Accordingly, applicants-declarants seek authorization to 
allocate consolidated income taxes applicable to the 
years 1972, 1973 and 1974 in a manner other than pre- 
scribed by Rule 45(b)(6), by application of the following 
procedure: 


1. In any such taxable year, when the operations of Pro- 
duction Company result in a tax loss, then the consoli- 
dated Federal income tax to be allocated among the 
System companies would be based upon the tax that 
would have resulted had Production Company been ex- 
cluded from the consolidated Federal income tax return. 


2. The funds retained by virtue of the reduction in tax 
resulting from inclusion of Production Company’s tax 
loss in the consolidated Federal income tax return would 
be paid to Production Company. 


3. In future years, when Production Company has tax- 
able income, it may be entitled to tax credits as a result 
of the net operating loss carryback and carryover provi- 
sions of Section 172(b) of the Internal Revenue Code, in 
order to comply with the separate return limitations re- 
quired by Rule 45(b)(6). To the extent that Production 
Company receives tax benefits pursuant to paragraphs 1 
and 2 above, such benefits would be applied to reduce 
any credits in future years to which Production Company 
might otherwise be entitled under the separate return 
limitations of Rule 45(b)(6). 


4. Subject to paragraph 3, in no event will the tax allo- 
cated to any subsidiary company of American Natural 
exceed the amount of tax computed as if such sub- 
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sidiary company had always filed its tax returns on a 
separate return basis. 


Under “‘full-cost” accounting adopted by Production 
Company its gas exploration and development costs are 
capitalized and subsequently amortized, i.e., charged to 
income on a unit of production basis as the gas or oil is 
produced and sold. Production will defer on its books 
any funds received pursuant to paragraphs 1 and 2 above, 
and will charge the deferral as the capitalized exploration 
and development costs are amortized. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. Fees and expenses to be incurred in connec- 
tion with the proposed transactions are estimated at 
$6,500, including counsel fees of $1,000 and $2,500 fee 
of counsel for the National Bank of Detroit. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (Holding Company Act Release 
No. 17962), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declaration, 
as amended, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17985/June 5, 1973 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
NEW JERSEY POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 

(70-5347) 


NOTICE OF PROPOSED INTRASYSTEM SALE 
OF ASSETS 


NOTICE 1S HEREBY GIVEN that Jersey Central Power 
& Light Company (“JCP&L’’) and New Jersey Power & 
Light Company (‘“‘NJP&L”’), electric utility subsidiary 
companies of General Public Utilities Corporation, a regis- 
tered holding company, have filed an application-declara- 
tion with this Commission pursuant to the Public Utility 
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Holding Company Act of 1935 (‘‘Act”), designating Sec- 
tions 9(a), 10, and 12(f) of the Act and Rule 43 promul- 
gated thereunder as applicable to the proposed transac- 
tions. All interested persons are referred to the applica- 
tion-declaration, which is summarized below, for a com- 
plete statement of the proposed transactions. 





NJP&L proposes to sell to JCP&L, for cash, and JCP&L 
proposes to acquire from NJP&L, certain utility assets 
now owned by NJP&L consisting of land and a series of 
easements for electric lines located in Mercer and Hunter- 
don Counties, New Jersey. The proposed consideration 
for the assets to be transferred is the original cost thereof, 
namely $576,713.76. It is stated that NJP&L desires to 
sell the aforementioned uti.ity assets since they have 
ceased to be useful in the operation of its utility business 
and that JCP&L desires to purchase said assets because 
they are needed in the operation of its utility business. 


The Board of Public Utility Commissioners of the State 

of New Jersey has jurisdiction over the proposed sale of 

property by NJP&L. It is stated that no other state com- 
mission and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 

Fees and expenses to be incurred in connection with the 
proposed transactions are estimated at $1,800, including 
legal fees of $1600. 


NOTICE IS FURTHER GIVEN that any interested person 

may, not later than June 28, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which 
he desires to controvert; or he may request that he be - ( 
notified if the Commission should order a hearing there- 4 

on. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served personal- 
ly or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney- 
at-law, by certificate) should be filed with the request. At 
any time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing 

is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 





For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P.O. Box 2333 
Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
P.O. Box 1111 
Lincoln, Rhode Island 02865 


BROCKTON EDISON COMPANY 
36 Main Street, 
Brockton, Massachusetts 02403 


FALL RIVER ELECTRIC LIGHT COMPANY 
85 North Main Street 
Fall River, Massachusetts 02722 


MONTAUP ELECTRIC COMPANY 
P.O. Box 391 

Fall River, Massachusetts 02722 
(70-5352) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
BY HOLDING COMPANY AND SUBSIDIARY COM- 
PANIES TO BANKS AND OPEN ACCOUNT ADVANCES 
BY HOLDING COMPANY TO SUBSIDIARY COM- 
PANIES 


NOTICE IS HEREBY GIVEN that Eastern Utilities Asso- 
ciates (““EUA"’), a registered holding company, and its 
four electric utility subsidiary companies, Blackstone Val- 
ley Electric Company (‘Blackstone’), Brockton Edison 
Company (“Brockton”), Fall River Electric Light Com- 
pany (‘Fall River’’), and Montaup Electric Company 
(“‘Montaup”), have filed an application-declaration with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act’’), designating Sections 
6(a)(1), 7, 12(b), and 12(f) of the Act and Rule 45(a) 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
application-declaration, which is summarized below, for 
a complete statement of the proposed transactions. 


During the period ending January 21, 1974, EUA, Black- 
stone, Brockton, Fall River, and Montaup propose to 
issue and sell short-term, unsecured promissory notes to 
banks, and in the cases of Blackstone, Brockton, and Fall 
River to also receive open-account advances from EUA, 
in the maximum aggregate amounts to be outstanding at 
any one time as shown below: 


The Chase Manhattan Bank (N.A.), New York, N.Y. 
Industrial National Bank of Rhode Island, Providence, R.|!. 
Rhode Island Hospital Trust National Bank, Providence, R.|!. 
The First National Bank of Boston, Mass. 
State Street Bank and Trust Company, Boston, Mass. 
The National Shawmut Bank of Boston, Mass. 
Plymouth-Home National Bank, Brockton, Mass. 
First County National Bank, Brockton, Mass. 
B.M.C, Durfee Trust Company, Fall River, Mass. 
Fall River Trust Company, Fall River, Mass. 
Fall River National Bank, Fall River, Mass. 

Total from banks 
From EVA 


It is proposed that the borrowings of any company from 
any particular bank may at times be increased to twice the 
amount shown above in respect of that bank, provided that 
the aggregate bank borrowings of that company shall at no 
time exceed its total amount of bank borrowings set forth 
above. 


The notes to banks will be dated as of the date of issuance, 
will mature no later than January 2, 1974, and will be pre- 
payable in whole or in part without penalty. It is represent- 
ed that some of the lending banks will require compensating 
balances and that others will not. With respect to notes for 
which compensating balances are required, the notes will 
bear interest at not in excess of the prime rate charged by 
the lending bank on the date of issuance. Assuming a 15% 
compensating balance and a prime rate of 7.25% per 
annum, the effective interest cost on such notes would be 
8.529% per annum. Notes as to which no compensating 
balances are required will bear interest at the lending bank’s 
prime rate plus an adjustment equivalent to an imputed 
15% compensating balance requirement. Such adjusted 
interest rate would be 8.529% per annum, assuming a prime 
rate of 7.25%. 


The advances by EUA to Blackstone and Brockton will be 
subordinated to the rights of the preferred stockholders of 
Blackstone and Brockton, respectively, to receive dividends 
and liquidation payments if, and so long as, (a) preferred 
stock dividends are in arrears (or in the event of liquida- 
tion, the liquidation rights of preferred stockholders have 
not been satisfied) and (b) the sum of the advances from 
EVA, the notes payable to banks and all other securities 
representing unsecured debt, maturing in less than 10 years, 
exceeds 10% of the company’s secured debt, capital stocks, 
premium, and surplus. The advances will bear interest pay- 
able on October 1, 1973, and January 2, 1974, at not in 
excess of the prime rate in effect at The First National 
Bank of Boston and at The Chase Manhattan Bank except 
that to the extent advances which have been or are made 
hereunder from the proceeds of issuance by EUA of its 
five-year unsecured promissory note (Holding Company 
Act Release No. 17085), such advances shall bear interest 
payable at the rate incurred by EUA on the five-year note. 
Since the subsidiary companies are to maintain a 15% com- 
pensating balance with the banks lending to EVA, the effec- 
tive interest cost for the open account advances would be 
8.529% per annum, assuming a prime rate of 7.25%, except 
that the effective rate would be 9.706% with respect to 
advances related to EUA’s five-year note. 


It is stated that the proceeds from the proposed notes and 


EVA Blackstone Brockton Fall River Montaup 
$20,000 $ 1,000 $ 1,500 $ 2,000 $ 5,000 


1,920 
1,910 
15,930 2,800 2,690 13,900 
1,200 5,000 
10,000 
400 
400 
650 
700 
250 


$35,930 $ 4,830 $ 6,300 $6,290 $33,990 
sooee $22,040 $26,790 $1,700 sree 


Maximum amount of aggregate short-term borrowings from banks and 


advances from EUA to be outstanding at any one time 


$35,930 $26,870 $33,090 $7,990 $33,900 
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advances will be used to meet cash requirements for con- 
struction, to make investment in permanent securities of 
Montaup by Blackstone, Brockton, and Fall River, to pro- 
vide funds for compensating balances with lending banks 
through January 2, 1974, and to pay outstanding short- 
term loans. On July 2, 1973, Blackstone, Brockton, Fall 
River, and Montaup expect to have outstanding short- 
term loans of $18,100,000 (including $13,400,000 ad- 
vance from EUA to Blackstone, $11,800,000 (including 
$6,600,000 advance from EUA to Fall River,) and 
$18,000,000 respectively. 


Blackstone, Brockton, or Fall River may prepay its notes 
to banks, in whole or in part, by the use of an advance 
from EUA, or may repay an advance from EVA with the 
proceeds of notes issued to banks. If the interest rate on 
a note issued to a bank for the purpose of obtaining 
funds to repay an advance from EUA shall exceed the 
rate on the advance being repaid, EUA shall reimburse or 
credit Blackstone, Brockton, or Fall River, as the case 
may be, for the added interest required for the term of 
the note so issued. 


In the event of any permanent financing by any of the 
borrowing companies (with the exception of permanent 
financing by EUA the proceeds of which are applied to 
the payment or prepayment of its five-year note), the net 
cash proceeds therefrom will be applied to the payment 
of its short-term note indebtedness or advances from 
EUA then outstanding, and the maximum amount of 
short-term note indebtedness and advances to be out- 
standing at any one time, as proposed herein, will be re- 
duced by the amount of the proceeds of such permanent 
financing. 


The application-declaration states that no state commis- 
sion and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 
The fees and expenses to be incurred in connection with 
the proposed transactions are to be supplied by amend- 
ment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 28, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by the filing which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the applicants-declarants 
at the above-stated addresses and proof of service (by 
affidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as filed or as it may be 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a heari.o 
or advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, inciud- 
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ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 





@ | 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17987/June 6, 1973 


See Securities Act Release No. 5401/June 6, 1973. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17988/June 6, 1973 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
80 Pine Street 
New York, New York 10005 


JERSEY CENTRAL POWER & LIGHT COMPANY 
NEW JERSEY POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 

Morristown, New Jersey 07960 

(70-5348) 


NOTICE OF PROPOSED INCREASE IN AUTHORIZED 
COMMON STOCK OF SUBSIDIARY COMPANY, 
ISSUANCE OF ADDITIONAL SHARES OF COMMON 
STOCK OF SUBSIDIARY TO HOLDING COMPANY, 
CAPITAL CONTRIBUTION BY HOLDING COMPANY 
TO SUBSIDIARY, ASSUMPTION OF ASSETS, LIABIL- 
ITIES, AND OBLIGATIONS OF ONE SUBSIDIARY BY 
OTHER SUBSIDIARY AND REDEMPTION BY SUB- 
SIDIARY OF ITS OUTSTANDING PREFERRED STOCK 
TO EFFECT MERGER OF TWO SUBSIDIARY COM- 
PANIES 


6 « 


NOTICE IS HEREBY GIVEN that General Public Utilities 
Corporation (“GPU”), a registered holding company, and 
two of its utility subsidiary companies, Jersey Central 
Power & Light Company (‘Jersey Central’’) and New 
Jersey Power & Light Company (‘New Jersey’’) have filed 
an application-declaration with this Commission designat- 
ing Sections 6(a), 7, 9(a), 10 and 12 of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rules 42, 43, 
and 45 promulgated thereunder as applicable to the pro- 
posed transactions. All interested persons are referred to 
the application-declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


GPU owns all the outstanding Common Stock of both 

New Jersey and Jersey Central. It is proposed that New 

Jersey be merged into Jersey Central, which would remain 

as the surviving company. In order to effect this merger, 
Jersey Central proposes to issue 8,392,500 additional 

shares of its Common Stock to GPU, these additional 

shares having a par value of $10.00 per share After such $ 
issuance, the aggregate par value of the additional shares 




















of Jersey Central Common Stock will be equal to GPU's 
carrying value of the New Jersey Common Stock at the 
date of the merger. 


GPU states that promptly after the merger it will deliver 
a cash capital contribution of $3,138,574 to Jersey 
Central, said amount being the excess of GPU’s carrying 
value for the New Jersey Common Stock over New Jer- 
sey’s related net assets applicable thereto so that Jersey 
Central can, on its books, write off such excess. To issue 
the additional shares of Common Stock, Jersey Central 
proposes to amend its Certificate of Incorporation to in- 
crease the authorized number of shares issuable there- 
under from 7,000,000 to 16,00),000 shares with a 
$10.00 par value per share. 


Jersey Central states that as a part of the merger, Jersey 
Central will receive all of New Jersey's assets and assume 
all of New Jersey’s liabilities and obligations, including 
those under: (a) New Jersey’s Mortgage and Deed of 
Trust, dated as of March 1, 1944, to Guaranty Trust 
Company of New York (now Morgan Guaranty Trust 
Company of New York), as sa.d Mortgage and Deed of 
Trust have been amended and supplemented, (b) New 
Jersey’s Indenture, dated as of July 1, 1964, to The Chase 
Manhattan Bank (now The Chase Manhattan Bank, (Na- 
tional Association) ), as said Indenture has been hereto- 
fore amended and supplemented, (c) New Jersey’s Certifi- 
cate of Incorporation, as amended to date (d) New Jer- 
sey’s Outstanding notes evidencing bank loans, (e) New 
Jersey's franchises and other instruments binding upon it, 
and (f) all outstanding contracts and agreements of New 
Jersey. 


Applicants represent that the proposed merger may be 
effected without requiring the consent of the holders of 
any outstanding bonds or debentures of either Jersey 
Central or New Jersey and that the New Jersey properties 
to be acquired by Jersey Central as a result of the merger 
will constitute property additions under the Jersey Central 
Bond Debenture. It is further stated that under the New 
Jersey state statute governing mergers, no consent of the 
holders of Jersey Central’s Preferred Stock is required and 
that such holders do not have appraisal rights. The appli- 
cation-declaration also states that under the aforesaid 
statute, the favorable vote of the holders of two-thirds of 
the outstanding shares of New Jersey would be required. 
It is stated that it is unlikely that the holders of such 
outstanding shares of New Jersey would grant such a 
favorable vote, and therefore New Jersey proposes to re- 
deem all of its outstanding Preferred Stock at the respec- 
tive optional redemption prices of $105 per share for the 
4% Series and $103.25 per share for the 4.05% Series 
plus any dividends to the date of redemption. New Jer- 
sey proposes to deposit in trust the funds required to 
effect this redemption prior to the proposed merger. 


The applicants represent that the proposed merger will 
not adversely effect the customers of either New Jersey 
or Jersey Central since the present rates df both com- 
panies are substantially similar and since it is expected 
that a pending rate proceeding will result in identical 
rates. It is also stated that the merger will not adversely 
affect the operations of the two companies. It is repre- 
sented that the merger will be beneficial in permitting 
some reduction in record keeping, facilitating future 


financing and in reducing the per unit cost of such 
financing. 


Fees and expenses to be incurred in connection with the 
proposed transaction are to be supplied by amendment. 
The application-declaration states that the proposed trans- 
actions are subject to the jurisdiction of the New Jersey 
Public Utility Commission, that a petition seeking such 
approval is being filed, and that no other state commis- 
sion and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 28, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the ap- 
plicants-declarants at the above-stated addresses, and 
proof of service (by affidavit or, in case of an attorney- 
at-law, by certificate) should be filed with the request. At 
any time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing 

is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17989/June 6, 1973 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 

Fort Wayne, Indiana 46801 

(70-5332) 


NOTICE OF PROPOSED !SSUE AND SALE OF NOTES 
TO BANKS AND TO DEALERS IN COMMERCIAL 
PAPER AND EXCEPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (“1&M"’), an electric utility subsidiary 
company of American Electric Power Company, Inc., a 
registered holding company, has filed an application and 
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an amendment thereto with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 (‘‘Act’’), 
designating Section 6(b) of the Act and Rule 50(a)(5) 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
application, which is summarized below, for a complete 
statement of the proposed transactions. 


1&M requests that from the date of the granting of this 
application to December 31, 1974, the exemption from 
the provisions of Section 6(a) of the Act afforded to it 
by the first sentence of Section 6(b) of the Act, relating 
to the issue of short-term notes, be increased to the extent 
necessary to cover the issuance and sdle of notes to banks 
and to dealers in commercial paper but not in excess of 
the maximum amount allowable under its Articles of 
Acceptance and as authorized by its preferred stockhold- 
ers. 1&M proposes to issue short-term notes to banks and 
commercial paper dealers in an aggregate amount not to 
exceed $125,000,000 outstanding at any one time, in- 
cluding short-term notes presently outstanding, such 
amount being the maximum allowable as of April 1, 1973. 
The notes are to be issued from time to time prior to 
December 31, 1974, as funds are required, provided that 
none of the notes will mature later than June 30, 1975. 


The proceeds from the issue and sale of the notes will be 
used by |&M to repay short-term debts presently out- 
standing, to pay part of the cost of its future construc- 
tion program, and for other corporate purposes. Such 
construction expenditures for the years 1973 and 1974 
are estimated to total $170,000,000 and $150,000,000 
respectively. The application states that, unless otherwise 
authorized by the Commission, all of the short-term debt 
of 1&M will be retired prior to June 30, 1975, from 
internal cash resources, debt or equity financing, or cash 
capital contributions. 


Each note payable to a bank to be issued by |&M will be 
dated as of the date of the borrowing which it evidences 
and will mature not more than 270 days after the date of 
issuance or renewal thereof. Each such note will bear in- 
terest no greater than the prime rate of commercial banks 
at the time of issuance or in effect from time to time and 
will be prepayable at any time without premium or penal- 
ty. It is stated that 1&M will not pay any fees or charges 
to any of such banks in connection with the issuance and 
sale of the notes. Sufficient bank balances to meet oper- 
ating and financial needs are kept at the banks to satisfy 
any compensating balance requirements of such banks in 
connection with the borrowings. If the average of such 
bank balances were maintained solely in order to fulfill 
the prevailing compensating balance requirements of such 
banks, generally between 15% and 20%, the effective 
interest cost to |1&M of issuance and sale of such notes to 
the banks would be approximately 1-1/2% above the cur- 
rent prime commercial rate of 7-1/4%, or about 8-3/4%. 
At the present time, |&M proposes to issue and sell its 
notes to a group of 28 banks in an aggregate amount of 
$16,665,000. 1&M will not effect any further borrowings 
from banks pursuant to this application until an amend- 
ment thereto has been filed setting forth the name or 
names of the banks from which such borrowings are to 
be effected and such amendment shall have been granted 
by order of the Commission. 
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The commercial paper will be in denominations of not 
less than $50,000 nor more than $5,000,000 and will be 
of varying maturities, with no maturity more than 270 
days after the date of issue; none will be prepayable prior 
to maturity. The commercial paper notes will be sold 
directly to not more than two dealers at a discount not in 
excess of the discount rate per annum prevailing at the 
time of issuance for commercial paper of comparable 
quality and maturity. No commercial paper notes will be 
issued having a maturity more than 90 days at an effec- 
tive interest cost which exceeds the effective interest cost 
at which 1&M could borrow from banks. The dealers will 
reoffer the commercial paper notes to not more than 100 
of their customers identified and designated in a list (non- 
public) prepared in advance. It is expected that 1&M’s 
commercial paper notes will be held by each dealer’s cus- 
tomers to maturity, but if the customers wish to resell 
prior to maturity, the dealer, pursuant to a verbal repur- 
chase agreement, will repurchase the notes and reoffer 
them to others in its group of 100 customers. 


1&M requests exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issue and sale of 
its commercial paper pursuant to paragraph (a)(5) thereof 
on the grounds that it is not practicable to invite com- 
petitive bids for commercial paper and that current rates 
for commercial paper of prime borrowers such as |&M 
are published daily in financial publications. 1&M also re- 
quests authority to file certificates under Rule 24 with 
respect to the issue and sale of commercial paper and 
notes to banks hereafter consummated pursuant to this 
proceeding on a quarterly basis. 


The application states that expenses related to the pro- 
posed transactions are estimated at $2,500. It is further 
stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over 

the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 28, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail {air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at 
the above-stated address, and proof of service (by affi- 
davit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the application, as amended or as it may be further 
amended, may be granted as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing 

is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 




















Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17990/June 6, 1973 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 

Roanoke, Virginia 24009 

(70-5351) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
TO BANKS AND TO DEALERS IN COMMERCIAL 
PAPER AND EXCEPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (‘‘Appalachian’’), an electric utility subsidiary 
company of American Electric Power Company, Inc., a 
registered holding company, has filed an application and 
an amendment thereto with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 ("Act”’), 
designating Section 6(b) of the Act and Rule 50(a)(5) 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
application, which is summarized below, for a complete 
statement of the proposed transactions. 


Appalachian requests that from the date of the granting 
of this application to December 31, 1974, the exemption 
from the provisions of Section 6(a) of the Act afforded 
to it by the first sentence of Section 6(b) of the Act, 
relating to the issue of short-term notes, be increased to 
the extent necessary to cover the issuance and sale of 
notes to banks and to dealers in commercial paper but 
not to exceed the maximum amount allowable under its 
Articles of Association and as authorized by its preferred 
stockholders. The notes are to be issued from time to 
time prior to December 31, 1974, as funds are required, 
provided that none of the notes will mature later than 
June 30, 1975. 


The proceeds from the issue and sale of the notes will be 
used by Appalachian to reimburse its treasury for past 
expenditures made in connection with its construction 
program, to pay part of the cost of its future construc- 
tion program, and for other corporate purposes. Such 
construction expenditures for the years 1973 and 1974 
are estimated to total $125,000,000 and $105,000,000, 
respectively. The application states that, uniess otherwise 
authorized by the Commission, all of the short-term debt 
of Appalachian will be retired by June 30, 1975, from 
internal cash resources, debt or equity financing, or cash 
capital contributions. . 


Each note payable to a bank to be issued by Appalachian 
will be dated as of the date of the borrowing which it 
evidences and will mature not more than 270 days after 
the date of issuance or renewal thereof. Each such note 
will bear interest no greater than the prime rate of com- 


mercial banks at the time of issuance or in effect from 
time to time and will be prepayable at any time without 
premium or penalty. It is stated that Appalachian will not 
pay any fees or charges to any of the banks in connection 
with the issuance and sale of such notes. Sufficient bank 
balances to meet operating and financial needs are kept at 
such banks to satisfy any compensating balance require- 
ments in connection with the borrowings. If the average 
of such bank balances were maintained solely in order to 
fulfill the prevailing compensating balance requirements of 
such banks, generally between 15% and 20%, the effec- 
tive interest cost to Appalachian of the issuance and sale 
of such notes to banks would be approximately 1-1/2% 
above the current prime commercial rate of 7-1/4% or 
about 8-3/4%. The names of the banks and the amounts 
to be borrowed from each are to be filed by amendment. 


The commercial paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor more 
than $5,000,000 and will be of varying maturities, with 
no maturity more than 270 days after the date of issue; 
none will be prepayable prior to maturity. The commer- 
cial paper notes of Appalachian will be sold directly to 
not more than two dealers at a discount not in excess of 
the discount rate per annum prevailing at the time of 
issuance for commercial paper of comparable quality and 
maturity. No commercial paper notes will be issued hav- 
ing a maturity of more than 90 days at an effective inter- 
est cost which exceeds the effective interest cost at which 
Appalachian could borrow from banks. The dealers will 
reoffer the commercial paper notes to not more than 100 
of their customers identified and designated in a list (non- 
public) prepared in advance. It is expected that Appa- 
lachian’s commercial paper notes will be held by each 
dealer’s customers to maturity, but if the customers wish 
to resell prior to maturity, the dealer, pursuant to a ver- 
bal repurchase agreement, will repurchase the notes and 
reoffer them to others in its group of 100 customers. 


Appalachian requests exception from the competitive 
bidding requirements of Rule 50 for the proposed issue 
and sale of its commercial paper pursuant to paragraph 
(a)(5) thereof on the grounds that it is not practicable to 
invite competitive bids for commercial paper. Appalachian 
also requests authority to file certificates under Rule 24 
with respect to the issue and sale of commercial paper 
hereafter consummated pursuant to this proceeding on a 
quarterly basis. 


The application states that expenses related to the pro- 
posed transactions are estimated not to exceed $4,500. 
It is further stated that the Virginia State Corporation 
Commission has jurisdiction over the transactions pro- 
posed by Appalachian and that no other state commis- 
sion and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 28, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
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such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at 
the above-stated address, and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application, as amended or as it may be further 
amended, may be granted as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing 
is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17991/June 6, 1973 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44701 
(70-5350) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
TO BANKS AND TO DEALERS IN COMMERCIAL 
PAPER AND EXCEPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Ohio Power Company 


(“Ohio”), an electric utility subsidiary company of Ameri- 


can Electric Power Company, Inc., a registered holding 
company, has filed an application and an amendment 
thereto with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘‘Act’’), designat- 
ing Section 6(b) of the Act and Rule 50(a)(5) promul- 
gated thereunder as applicable to the proposed transac- 
tions. All interested persons are referred to the applica- 
tion, which is summarized below, for a complete state- 
ment of the proposed transactions. 


Ohio requests that from the date of the granting of this 
application to December 31, 1974, the exemption from 
the provisions of Section 6(a) of the Act afforded to it 
by the first sentence of Section 6(b) of the Act, relating 
to the issue of short-term notes, be increased to the ex- 
tent necessary to cover the issuance and sale of notes to 
banks and to dealers in commercial paper but not in ex- 
cess of the maximum amount allowable under its Articles 
of Incorporation and as authorized by its preferred stock- 
holders. As of April 30, 1973, the maximum amount of 
short-term indebtedness which Ohio could incur was 
$193,000,006. Ohio proposes to issue short-term notes to 
banks and commercial paper dealers in an aggregate 
amount not to exceed $170,000,000 outstanding at any 
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one time, including short-term notes presently outstand- 
ing. The notes are to be issued from time to time prior 
to December 31, 1974, as funds are required, provided 
that none of the notes will mature later than June 30, 
1975. 





The proceeds from the issue and sale of the notes will be 
used by Ohio to reimburse its treasury for past expendi- 
tures made in connection with its construction program, 
to pay part of the cost of its future construction program, 
and for other corporate purposes. Such construction ex- 
penditures for the years 1973 and 1974 are estimated to 
total $380,000,000 and $220,000,000, respectively. The 
application states that, unless otherwise authorized by 
the Commission, all of the short-term debt of Ohio will 
be retired prior to June 30, 1975, from internal cash re- 
sources, debt or equity financing, or cash capital contri- 
butions. 


Each note payable to a bank to be issued by Ohio will be 
dated as of the date of the borrowing which it evidences 
and will mature not more than 270 days after the date of 
issuance or renewal thereof. Each such note will bear in- 
terest no greater than the prime rate of commercial banks 
at the time of issuance or in effect from time to time and 
will be prepayable at any time without premium or penal- 
ty. It is stated that Ohio will not pay any fees or charges 
to any of the banks in connection with the issuance and 
sale of such notes. Sufficient bank balances to meet oper- 
ating and financial needs are kept at such banks to satisfy 
any compensating balance requirements in connection 
with the borrowings. If the average of such bank balances 
were maintained solely in order to fulfill the prevailing 
compensating balance requirements of such banks, gen- 
erally between 15% and 20%, the effective interest cost € ( 
to Ohio of the issuance and sale of such notes to banks 
would be approximately 1-1/2% above the current prime 
commercial rate of 7-1/4%, or about 8-3/4%. The names 
of the banks and the amounts to be borrowed from each 
are to be filed by amendment. 


The commercial paper will be in denominations of not 
less than $50,000 nor more than $5,000,000 and will be 
of varying maturities, with no maturity more than 270 
days after the date of issue; none will be prepayable prior 
to maturity. The commercial paper notes will be sold 
directly to not more than two dealers at a discount not in 
excess of the discount rate per annum prevailing at the 
time of issuance for commercial paper of comparable 
quality and maturity. No commercial paper notes will be 
issued having a maturity more than 90 days at an effec- 
tive interest cost which exceeds the effective interest cost 
at which Ohio could borrow from banks. The dealers will 
reoffer the commercial paper notes to not more than 100 
of their customers identified and designated in a list (non- 
public) prepared in advance. It is expected that Ohio's 
commercial paper notes will be held by each dealer’s cus- 
tomers to maturity, but if the customers wish to resell 
prior to maturity, the dealer, pursuant to a verbal repur- 
chase agreement, will repurchase the notes and reoffer 
them to others in its group of 100 customers. 


Ohio requests exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issue and sale of 
its commercial paper pursuant to paragraph (a)(5) thereof 
on the grounds that it is not practicable to invite com- 
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petitive bids for commercial paper. Ohio also requests 
authority to file certificates under Rule 24 with respect 
to the issue and sale of commercial paper hereafter con- 
summated pursuant to this proceeding on a quarterly 
basis. 


The application states that expenses related to the pro- 
posed transactions are estimated at $4,500. It is further 
stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over 

the proposed transactions. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than June 28, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at 
the above-stated address, and proof of service (by affi- 
davit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the application, as amended or as it may be further 
amended, may be granted as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing 

is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17992/June 6, 1973 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 

New York, New York 10004 

(70-5338) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
TO BANKS AND TO DEALER IN COMMERCIAL 
PAPER BY HOLDING COMPANY, EXCEPTION FROM 
COMPETITIVE BIDDING, AND CAPITAL CONTRI- 
BUTIONS TO SUBSIDIARY COMPANIES 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (‘“AEP’’), a registered holding com- 
pany, has filed an application-declaration and amend- 
ments thereto with this Commission pursuant to the Pub- 


lic Utility Holding Company Act of 1935 (’Act’’), desig- 
nating Sections 6(b) and 12 of the Act and Rule 50(a)(5) 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
application-declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


AEP requests, pursuant to Section 6(b) of the Act, that 
it be authorized to issue and sell, from time to time prior 
to December 31, 1974, short-term notes (including com- 
mercial paper) in an aggregate face amount of not more 
than $150,000,000 to be outstanding at any one time. 
None of such notes shall mature later than December 31, 
1975. The amount of bank notes and commercial paper 
to be outstanding includes any such previously authorized 
notes which may be outstanding (File No. 70-5029). 


The proceeds from the sale of the short-term notes are to 
be applied by AEP, together with other funds, to make 
additional investments in certain of its public-utility sub- 
sidiary companies to assist them in financing the costs of 
their respective construction programs and for other cor- 
porate purposes. AEP requests authority to make capital 
contributions from time to time prior to December 31, 
1974, to three of its public-utility subsidiary companies, 
as follows: $85,000,000 to Ohio Power Company 
(“Ohio’’), $40,000,000 to Appalachian Power Company 
(“Appalachian”), and $70,000,000 to Indiana & Michigan 
Electric Company (“1&M’’). The construction programs 
of the three subsidiary companies for 1973 and 1974 are 
estimated as follows: $440,000,000 for Ohio, 
$385,000,000 for Appalachian, and $325,000,000 for 
1&M. It is stated that AEP may, in the alternative, choose 
to make portions of the proposed investments in the 
equity of the above-named utility subsidiaries through the 
purchase of additional shares of common stock of such 
subsidiaries. The issuance and purchase of such common 
stock would be subject to further regulatory approvals, 
including the authorization of this Commission. 


The notes to be sold to banks will bear interest not great- 
er than the prime commercial rate then in effect, will 
mature not more than 270 days from the date of issue 
or reissue thereof, and will be prepayable at any time 
without premium or penalty. AEP will file with the Com- 
mission by amendment a list of the banks to which it 
proposes to issue and sell the proposed notes. Such 
amendment will also indicate compensating balances, if 
any, required to be maintained in connection with the 
borrowings and the effective annual cost of said borrow- 
ings. No notes -will be issued and sold prior to the issu- 
ance of a supplemental order by the Commission in con- 
nection therewith. 


AEP proposes to issue and sell, from time to time prior 
to December 31, 1974, commercial paner to a dealer in 
commercial paper (‘‘dealer’’). The commercial paper notes 
will be of varying maturities with no such notes maturing 
more than 270 days after the date of issue, and none will 
be prepayable prior to maturity. Such notes, in denom- 
inations of not less than $50,000 and not more than 
$5,000,000, will be issued and sold by AEP directly to 
the dealer at a discount rate which will not be in excess 
of the discount rate per annum prevailing at the date of 
issuance for commercial paper of comparable quality and 
maturity. No commercial paper notes will be issued hav- 
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ing a maturity of more than 90 days if such commercial 
paper notes would have an effective interest cost which 
exceeds the effective interest cost at which AEP could 
borrow from banks. The dealer will reoffer the commer- 
cial paper notes to not more than 200 of such dealer’s 
customers, identified and designated in a nonpublic list 
prepared by the dealer in advance, at a discount rate of 
1/8 of 1% per annum less than the discount rate to AEP. 
It is expected that such customers of the dealer will hold 
the commercial paper notes to maturity, but, if any such 
customer wishes to resell such commercial paper prior to 
maturity, the dealer, pursuant to a verbal repurchase 
agreement, wi!l repurchase such commercial paper sold 
by it and reoffer it to other customers on the list. 


It is stated that AEP will retire any notes to banks or 
commercial paper issued and sold pursuant to the author- 
ization of the Commission in this proceeding on or before 
June 30, 1975, from internal cash resources and with the 
proceeds of the sale of common stock and such other 
securities as the Commission may authorize. 


AEP requests an exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale 
of its commercial paper. AEP states that it is not practical 
to invite competitive bids for commercial paper. AEP 

also requests authority to file certificates under Rule 24 
with respect to the issue and sale of commercial paper 
hereafter consummated pursuant to this proceeding on a 
quarterly basis. 


The application-declaration states that fees and expenses 
of approximately $2,500 are to be incurred by AEP in 
connection with the proposed transactions. It is further 
stated that the capital contributions of AEP to Appalach- 
ian require authorization by the State Corporation Com- 
mission of Virginia and the Public Service Commission of 
West Virginia, that such authorizations are to be filed by 
amendment, and that no other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 28, 1973, request in writing that 
a hearing be held in respect of such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said application-declara- 
tion which he desires to controvert; or he may request 
that he be notified should the Commission order a hear- 
ing thereon. Any such request should be addressed: Sec- 
retary, Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mail- 
ing) upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case of 
an attorney-at-law, by certificate) should be filed with 

the request. At any time after said date, the application- 
declaration, as amended or as it may be further amended, 
may be granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive 
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notice of further developments in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 





For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17993/June 8, 1973 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
30 Rockefeller Plaza, Suite 4950 

New York, New York 10020 

(70-5354) 


NOTICE OF APPLICATION FOR EXCEPTION FROM 
COMPETITIVE BIDDING REQUIREMENTS OF RULE 
50 


NOTICE IS HEREBY GIVEN that American Natural Gas 
Company (‘‘American Natural’’), a registered holding com- 
pany, has filed an application-declaration with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act’’), designating Section 12(d) of the 
Act and Rule 50(a)(5) promulgated thereunder as appli- 
cable to the following proposal. All interested persons 

are referred to the application-declaration, which is sum- 
marized below, for a complete statement of the proposal. 





American Natural states that it is considering the sale ot 
all of the outstanding common stock (‘Common Stock’’) 
of its wholly-owned gas utility subsidiary company, 
Central Indiana Gas Company, Inc. (“Central Indiana’) 
and in the present application-declaration requests excep- 
tion from the competitive bidding provisions of Rule 50. 
As an alternative to the sale of the Common Stock, 
American Natural is willing to consider the sale by Central 
Indiana of all of the business and assets (‘‘Assets’’) of 
Central Indiana and the assumption by the purchaser of 
all of Central Indiana’s liabilities, followed by the liquida- 
tion and dissolution of Central Indiana. As of December 
31, 1972 the gas properties of Central Indiana had a book 
value (net of depreciation) of approximately $47,519,000 
and operating revenues for the twelve months ended as 

of that date amounted to approximately $36,249,000. 


American Natural states that exception from the competi- 
tive bidding procedures of Rule 50 would afford Ameri- 
can Natural flexibility to obtain the best terms for the 
disposition of its interest in Central Indiana and would 
enable American Natural to explore all possibilities by 
talking freely with all interested persons. 


* It is stated that American Natural and Central Indiana 


have proposed a plan for the sale of the Central Indiana 
Common Stock or Assets and that copies of said plan, 
along with an invitation letter, will be mailed to all gas 
and electric utilities in the State of Indiana with net 
assets of $20,000,000 or more. At the time of such mail- 














ing and in each of the three weeks thereafter, American 
Natural will publish an advertisement in the Wall Street 
Journal, Indiana newspapers of general circulation and in 
a utility industry trade publication. Upon compietion of 
the preliminary discussions with interested parties, Ameri- 
can Natural will designate the parties who have expressed 
continuing interest and appear to have the financial cap- 
ability to consummate the purchase after competitive 
negotiations. Upon receipt of the requested order grant- 
ing the exception from the competitive bidding require- 
ments of Rule 50, American Natural and Central Indiana 
will enter into detailed discussions with each designated 
party and will request definitive proposals for the acquisi- 
tion of the Common Stock or Assets. Prior to the sub- 
mission of such proposals, American Natural will make 
available to each of the designated parties the same basic 
information concerning Central Indiana’s business and 
properties. American Natural further states that upon re- 
ceipt of proposals it and, in the case of a proposed sale 
of the Central Indiana Assets, Central Indiana, may accept 
any one, may reject all, or may designate one or more as 
evidencing an adequate basis for further negotiation. Any 
further negotiations would also be conducted under com- 
petitive conditions. 


No sale of Central Indiana’s Common Stock or Assets will 
be consummated until a declaration under Section 12(d) 
of the Act has been filed with the Commission notifying 
it of the results of the negotiations, and a further order 
has been entered by the Commission permitting the de- 
claration to become effective. 


Fees, commissions and expenses paid or to be incurred, 
directly or indirectly, in connection with this application- 
declaration are estimated at approximately $5,500 includ- 
ing counsel fees for $2,500. It is further stated that no 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposal con- 
tained herein. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 29, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the ap- 
plicant-declarant at the above-stated address, and proof 

of service (by affidavit or, in case of an attorney-at-law, 
by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as filed 
or as it may be amended, may be granted and permitted 
to become effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who re- 
quest a hearing or advice as to whether a hearing is ord- 
ered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17994/June 8, 1973 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


CNG DEVELOPMENT COMPAN’’, LTD. 

CNG PRODUCING COMPANY 

CONSOLIDATED NATURAL GAS SERVICE 
COMPANY, INC. 

CONSOLIDATED SYSTEM LNG COMPANY 

CONSOLIDATED GAS SUPPLY CORPORATION 

THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 

THE RIVER GAS COMPANY 

WEST OHIO GAS COMPANY 

(70-5334) 


ORDER AUTHORIZING ACQUISITION OF NOTES 
AND CAPITAL STOCK OF SUBSIDIARY COM- 
PANIES, OPEN ACCOUNT ADVANCES TO SUB- 
SIDIARY COMPANIES, AND ISSUE AND SALE OF 
COMMERCIAL PAPER AND SHORT-TERM NOTES 
TO BANKS 


Consolidated Natural Gas Company (‘’Consolidated’’), a 
registered holding company, and its subsidiary companies, 
CNG Development Company, Ltd. (““LNG, Ltd.’’), CNG 
Producing Company (“CNG Company’’), Consolidated 
Natural Gas Service Company, Inc. (“Service Company’”’), 
Consolidated System LNG Company (“LNG Company”), 
Consolidated Gas Supply Corporation (‘Gas Supply”), 
The East Ohio Gas Company (“East Ohio’’), The Peoples 
Natural Gas Company (‘‘Peoples’’), The River Gas Com- 
pany (‘‘River’’), and West Ohio Gas Company (‘’West 
Ohio’’), have filed an application-declaration, and an 
amendment thereto, with this Commission pursuant to 
Sections 6(a), 6(b), 7, 9(a), 10, 12(b) and 12(f) of the 
Public Utility Holding Company Act of 1935 (“Act’’), 
and Rules 43, 45 and 50(a)(2) promulgated thereunder 
as regards the following proposed transactions. 


Consolidated proposes, from time to time during 1973, to 
make loans aggregating up to $53,000,000 to the sub- 
sidiary companies in the amounts set forth in the table 
below, for the purpose of financing 1973 capital expendi- 
tures presently totaling $167,000,000. The proposed loans 
will be evidenced by non-negotiable long-term notes to be 
issued by the respective subsidiary companies and ac- 
quired by Consolidated. The notes will be dated as of the 
date of issuance, will bear an interest rate substantially 
equal to the effective cost of money to Consolidated in 
respect of its prospective issuance and sale of $50,000,000 
principal amount of debentures, and will be payable from 
1978 through 1998 in amounts paralleling the sinking 
fund and maturity terms of the said debentures (See Hold- 
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ing Company Act Release No. 17942, April 26, 1973), 
with the exception of the notes of Service Company 
which mature in 1998 and are prepayable at any time 
without penalty. 


Consolidated also proposes to issue and sell up to 
$55,000,000 of short-term notes to a group of 43 banks 
during 1973. Such notes will bear interest at the prime 
commercial rate in effect from time to time at The Chase 
Manhattan Bank (N.A.) with changes in the interest rate 
becoming effective on the business day following any 
change at said bank. Prepayments may be made in whole 
or in part, from time to time, upon five days’ notice, 
without penalty or premium. There will be no closing or 
related charges or commitment fee with respect to the 
obtaining of such bank loans. The notes will mature not 
more than twelve months from the date of the first bor- 
rowing. 


No compensating balance requirements are imposed be- 
cause of the level of bank deposits regularly maintained 
by the Consolidated companies, which amount to ap- 
proximately $25,400,000 as of March 31, 1973. Based on 
generally prevailing requirements, compensating balances 
on outstanding long-term bank loans and on short-term 
bank lines of credit used by and available to Consolidated, 
if imposed, would have been $15,760,000 as of that date. 


Consolidated proposes to use the proceeds from said bank 
borrowings to make open account advances to its sub- 
sidiary companies aggregating up to $55,000,000 for gas 
storage inventories, payable as gas is withdrawn and sold 
during the 1973-74 heating season. The advances to sub- 
sidiary companies will bear interest at the same rate as 
the related bank borrowings by Consolidated and will be 
made in amounts as set forth in the table below. Also 
shown on the following table are open-account advances 
which Consolidated proposes to make to the subsidiary 
companies for working capital requirements from part of 
the proceeds of Consolidated’s proposed sale (hereinafter 
more fully described) of $50,000,000 of commercial 
paper and/or borrowings from a bank. These advances 
will be repaid not more than one year from the date of 
the first advance to each subsidiary with interest at sub- 
stantially the same effective rate as incurred by Consoli- 
dated on the said commercial paper sale and/or bank bor- 
rowing. Of the $37,600,000 of open account advances 
proposed for Gas Supply, $26,000,000 would be used by 
it to purchase capital stock of CNG — the acquisition of 
which shares is the subject of a pending proceeding be- 
fore this Commission. Open account advances so used to 
acquire CNG Company would be repaid through the issu- 
ance by Gas Supply of 260,000 shares of its capital stock, 
$100 par value pursuant to a post-effective amendment 
hereto. 


Advances for 


Seasonal In- Advances 
crease in Gas for working 
Subsidiary Long Term Storage Inven- Capital Re- 
Company Notes tories quirements 
LNG Company $6,500,000 == ween 
Gas Supply 18,000,000 $30,500,000 $37,600,000 
East Ohio 16,100,000 16,000,000 5,400,000 
Peoples 11,400,000 8,500,000 3,000,000 
Service Company 900,000 Si eee 4) | ily cule 
River 100,000 =—iCr---- --- 
Total $53,000,000 $55,000,000 $46,000,000 
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Consolidated further proposes to acquire, and the sub- 
sidiary companies set forth below propose to issue and sell 
to Consolidated, from time to time during 1973, capital 
stock up to the following amounts at the par value thereof: 


Number Aggregate 
Subsidiary of Shares Par Value 
CNG Ltd. 33,000 $ 3,300,000 
($100 par 
Canadian) 
Gas Supply 65,000 $ 6,500,000 
($100 Par) 
LNG Company 45,000 $ 4,500,000 
($100 Par) 
East Ohio 110,000 $ 5,500,000 
($50 Par) 
Peoples 21,000 $ 2,100,000 
($100 Par) 
Total $21,900,000 


The proceeds derived from the proposed sale of stock will 
be used for capital expenditures. Consolidated will use 
internal cash sources for the funds required to purchase 
such stock. 


As indicated above, Consolidated proposes to issue and 
sell commercial paper, in the form of short-term promis- 
sory notes payable to bearer, in the aggregate face amount 
not to exceed $50,000,000 outstanding at any one time 
to a dealer in commercial paper from time to time up to 
May 15, 1974. The commercial paper will have varying 
maturities of not more than 270 days after the date of 
issue and will be issued and sold in varying denominations 
of not less than $50,000 and not more than $1,000,000 
directly to the dealer at a discount which will not be in 
excess of the discount rate per annum prevailing at the 
date of issuance for commercial paper of comparable 
quality and like maturities. Consolidated proposes to sell 
commercial paper only so long as the discount rate or the 
effective interest cost for such commercial paper does not 
exceed the equivalent cost of borrowings from commer- 
cial banks on the date of sale. 


No commission or fee will be payable by Consolidated in 
connection with the issue and sale of such commercial 
paper notes. The dealer, as principal, will reoffer such 
notes at a discount not to exceed one-eighth of one per- 
cent per annum less than the prevailing discount rate to 
Consolidated. Such notes will be reoffered to not more 
than 200 identified and designated customers in a list 
(nonpublic) prepared in advance by the dealer. It is antic- 
ipated that the commercial paper will be held by cus- 
tomers to maturity; however, if any commercial paper is 
repurchased by the dealer pursuant to repurchase agree- 
ment, such paper will be reoffered to others in the group 
of 200 customers. The issue and sale of commercial paper 
is to provide up to $46 million for the making of working 
capital advances to subsidiary companies as indicated 
above, and up to $4 million for working capital require- 
ments of Consolidated. 


Consolidated proposes, to the extent that it becomes 
impracticable to issue commercial paper, to borrow, re- 
pay, and reborrow from The Chase Manhattan Bank, from 
time to time up to May 15, 1974, an aggregate principal 
amount not to exceed $30,000,000 outstanding at any 
one time, at the prime commercial rate of interest in ef- 
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fect on the date of each borrowing, upon the promissory 
note or notes of Consolidated having a maturity date not 
more than 90 days from the date of each borrowing, and 
with the right of prepayment in whole or in part at any 
time or from time to time without prior notice and with- 
out premium. The amount of commercial paper notes and 
notes payable to commercial banks will not collectively 
exceed $50,000,000 outstanding at any one time. There 
will be no closing or related charges with respect to the 
obtaining of such bank loans. 


Consolidated requests that, for the period commencing 
upon the date of the granting of this application-declara 
tion and ending May 15, 1974 an exemption be allowed 
from the provisions of Section 6(a) of the Act, pursuant 
to the first sentence of Section 6(b), relating to the issue 
and sale of short-term notes, by increasing the 5% limita- 
tion contained in condition (3) thereof to a maximum of 
8%, in order to permit Consolidated to have outstanding 
at any one time up to $50,000,000 principal amount of 
short-term notes during such period. 


Consolidated requests exception from the competitive 
bidding requirements of Rule 50 with respect to the com- 
mercial paper, stating that such commercial paper will 
have maturities of nine months or less, that current rates 
for commercial paper for prime borrowers, such as Con- 
solidated, are published daily in financial publications, 
and that it is not practical to invite competitive bids for 
commercial paper. Consolidated also proposes that the 
Rule 24 certificates of notification regarding the issue and 
sale of the commercial paper and the subsidiary company 
financing be filed on a quarterly basis. 


The Public Service Commission of West Virginia has 
authorized the proposed long-term borrowings of Gas 
Supply; the Public Utilities Commission of Ohio has 
authorized the long-term borrowings proposed by East 
Ohio, River, and West Ohio; the Pennsylvania Public Utili- 
ty Commission has authorized the long-term borrowings 
proposed by Peoples; and, no other State commission and 
no Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. The fees and 
expenses to be incurred in connection with the proposed 
transactions are estimated to not exceed $9,000, includ- 
ing $6,250 for Service Company charges, at cost. All of 
such fees and expenses are to be paid by Consolidated. 


Due notice of the filing of the amendment to the applica- 
tion-declaration has been given in the manner prescribed 
in Rule 23 promulgated under the Act (Holding Company 
Act Release No. 17959), and no hearing has been request- 
ed of or ordered by the Commission. Upon the basis of 
the facts in the record, it is hereby found that the applic- 
able standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the 
interest of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: ’ 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 


under the Act, except that the time for filing the certif- 
ication thereunder with respect to the commercial paper 
notes is extended as heretofore indicated. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17995/June 8, 1973 


In the Matter of 


GPU SERVICE CORPORATION 

GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 

(70-5064) 


SUPPLEMENTAL ORDER AUTHORIZING EXTENSION 
OF MATURITY DATE OF NOTES TO BANKS BY SUB- 
SIDIARY SERVICE COMPANY AND OF GUARANTY 
BY HOLDING COMPANY 


General Public Utilities Corporation (““GPU”’), a registered 
holding company, and its subsidiary service company, 
GPU Service Corporation (‘Service Company’’), have filed 
with this Commission a post-effective amendment to its 
declaration in this proceeding pursuant to Sections 6(a), 
7, and 12(b) of the Public Utility Holding Company Act 
of 1935 (’Act’’) and Rule 45 promulgated thereunder 
regarding the following proposed transactions. 


By order dated September 20, 1971 (Holding Company 
Act Release No. 17280), the Commission authorized a 
proposal that Service Company, from time to time but 
not later than June 30, 1973, issue and sell its unsecured 
promissory notes maturing June 30, 1973, to a group of 
not more than eight commercial banks in the Reading, 
Pennsylvania area up to $8,800,000 outstanding at any 
one time and that GPU guarantee the payment of prin- 
cipal and interest on such borrowings by Service Com- 
pany. It is now proposed that the maturity date of said 
notes issued by Service Company and guaranteed by GPU 
be extended for a period of six months from June 30, 
1973, to December 31, 1973. In all other respects, the 
declaration, as heretofore amended, will remain un- 
changed. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public in- 
terest and in the interest of investors and consumers that 
said declaration, as now amended, be permitted to be- 
come effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
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now amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7844/June 4, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10194/June 4, 1973 


INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 380/June 4, 1973 


Admin. Proc. File No. 3-4318 
In the Matter of 


BUSH & COMPANY, INC. 
6810 W. Kellogg 

Wichita, Kansas 

(8-12012) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings pursuant to Section 9(b) of the In- 
vestment Company Act, Sections 15(b) and 15A of the 
Securities Exchange Act and Section 203 of the Invest- 
ment Advisers Act, an offer of settlement was submitted 
by Bush & Company, Inc. (“registrant’’), a registered 
broker-dealer which at all times relevant to these pro- 
ceedings has been investment adviser to and principal 
underwriter for First Home Investment Corporation of 
Kansas, Inc. (‘FHI’), a face amount certificate company 
registered under the Investment Company Act. 


Under the terms of the settlement offer, registrant ad- 
mitted the allegations of the order for proceedings, and, 
solely for the purpose of these proceedings, consented to 
findings of wilful violations as alleged in such order and 
to the entry of an order revoking its broker-dealer regis- 
tration, prohibiting it from serving as investment adviser 
of or principal underwriter for a registered investment 
company or serving in any other capacity specified in 
Section 9(b) of the Investment Company Act, and pro- 
hibiting it from acting as an investment adviser as defined 
in the Investment Advisers Act. 


After due consideration of the offer of settlement and 
upon the recommendation of its staff, the Commission 
determined to accept the offer. On the basis of the order 
for proceedings and the offer, it is found that: 1 
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1. From about November 17, 1970 to March 30, 1973, 
registrant wilfully violated Sections 5(a), 5(c), and 17(a) 
of the Securities Act and Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder in connection with trans- 
actions in its own common stock. Registrant offered, sold 
and delivered such stock when no registration statement 
under the Securities Act had been filed or was in effect 
as to those securities. It represented among other things 
that the market price of the stock was more than $300 
per share and that registrant and others would guarantee 
the repurchase of such stock at the sales price, when in 
fact they had contemporaneously purchased such stock 
at $150 per share or less and lacked the financial ability 
to make such guarantees. 


2. From about May 12, 1971 to March 30, 1973, regis- 
trant wilfully violated Section 17(a) of the Securities Act 
and Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder in connection with offers, sales and purchases 
of the common stock and face amount certificates of 
FHI. Among other things, it represented that: 


a. There was no risk in FHI’s investments in mortgages 
insured by the Federal Housing Administration (‘“FHA’’) 
and guaranteed by the Veterans Administration (“VA”), 
when in fact resales of such mortgages could result in a 
diminution in mortgage liquidation value of up to 20%; 


b. FHI was investing only in Federal securities and FHA 
or VA home loans, when in fact it had invested more 
than $4 million in certificates of deposit which had 
limited, Federal insurance coverage; 


c. FHI had paid a return of over 10% to its investors 8 
every year, when in fact dividends on FHI stock had 

never exceeded 5% of the offering price and interest on 

FHI’s face amount certificates never exceeded 7-1/2%; 





d. FHI’s profits had been paid out in the form of cash 
and stock splits, when in fact such stock splits represented 
a fractionalization of investors’ equity and violated gen- 
erally accepted accounting principles as well as policies of 
the Commission; 


e. FHI’s shares were being sold at asset or book value, 
when in fact investors suffered dilution of at least 7% 
over and above underwriting discounts and commissions; 


f. FHI’s shares had little or no fluctuation on the market 
and would not go below 5-1/4, when in fact the market 
was limited in nature and was being illegally stabilized by 
registrant which did not have the financial capability to 
continue such stabilization except by illegally matching 
purchases and sales of FHI stock; and 


g. An investor could at any time redeem his FHI invest- 
ment for an amount equal to the redemption value of 
the face amount certificates plus the current bid price of 
the common stock, when in fact the market price of the 
stock was being artifically maintained by registrant and 
others. 


In addition, registrant falsely represented that FHI was re- 
quired under the Investment Company Act to distribute 
all of its income to shareholders; that investors would 
have no problems in disposing of FHI stock on the sec- 
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ondary market; and that investments in FHI securities 
were Federally insured. Moreover, registrant failed to dis- 
close material facts concerning the above and other 
matters. 


3. From about January 1, 1972 to March 30, 1973, regis- 
trant wilfully violated Section 15(c)(1) of the Exchange 
Act and Rule 15c1-4 thereunder, in that it effected trans- 
actions in and induced the purchase or sale of FHI’s face 
amount certificates and common stock and failed to give 
or send to customers, at or before the completion of 
each transaction, written notification disclosing the ca- 
pacity in which registrant was acting and the source and 
amount of any commission or other remuneration re- 
ceived or to be received by it in connection with the 
transaction. 


4. From about January 1, 1971 to March 30, 1973, regis- 
trant wilfully violated or wilfully aided and abetted viola- 
tions of Section 17(d) of the Investment Company Act 
and Rule 17d-1 thereunder, by causing FHI to com- 
mingle substantial amounts of its funds with funds in 
bank savings accounts and other investments belonging 
to certain controlling persons of FHI and to pay sub- 
stantial amounts of real estate commissions and loan 
origination fees to registrant and other affiliated persons 
of FHI or registrant in connection with transactions in- 
volving the construction of dwellings financed by FHI, 
when no application pertaining thereto had been filed 
with or granted by the Commission. 


5. From about November 8, 1971 to March 30, 1973, 
registrant wilfully violated Section 17(e)(1) of the Invest- 
ment Company Act in that, as an affiliated person of 
FHI and acting as agent, but other than in the course of 
its business as an underwriter or broker, it accepted com- 
pensation in the form of profits and commissions on 
FHI’s portfolio transactions. 


6. From about September 25, 1971 to March 30, 1973, 
registrant wilfully violated Section 17(a)(3) of the Invest- 
ment Company Act in that it and other affiliated persons 
of FHI or registrant directly or indirectly borrowed 
money or property from FHI in connection with the pur- 
chase and financing of personal residential property by 
certain of them. 


7. From about September 9, 1972 to March 30, 1973, 
registrant and others wilfuily violated or wilfully aided 
and abetted violations of Section 20(a) of the Investment 
Company Act and Rules 20a-1, 20a-2 and 20a-3 there- 
under, in that proxy statements filed with the Commis- 
sion and transmitted to shareholders of FHI were materi- 
ally misleading in failing to disclose material facts con- 
cerning the amount and purpose of payments made by 
FHI to registrant and others during FHI’s fiscal year 
ended June 30, 1972 and certain purchases and sales of 
registrant’s stock. 


8. From about December 14, 1971 to February 28, 1973, 
registrant wilfully violated Section 203 of the Investment 
Advisers Act by making use of the mails and facilities of 
interstate commerce in connection with its business as in- 
vestment adviser to FHI, without registering with the 
Commission as an investment adviser. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Bush & Company, Inc. be, and it 
hereby is, revoked, that it be, and hereby is, prohibited 
from serving as an investment adviser of or principal un- 
derwriter for a registered investment company or serving 
in any other capacity specified in Section 9(b) of the In- 
vestment Company Act, and that it be, and hereby is, 
prohibited from acting as an investment adviser as defined 
in the Investment Advisers Act. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 


Secretary 


1The findings herein are not binding upon any other 
persons named in these proceedings. 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7845/June 4, 1973 


INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 381/June 4, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10195/June 4, 1973 


On June 1, 1973, the Commission issued an order for 
public administrative proceedings, naming Bush & Com- 
pany, Inc. (“Bush & Co.”’) of Wichita, Kansas, a regis- 
tered broker-dealer which served as investment adviser 
and principal underwriter for First Home Investment Cor- 
poration of Kansas, Inc. (“FHI”), a registered investment 
company, and seven persons associated with Bush & Co. 
David William Bush, Sam J. Namee, O. J. Baalman, Jerry 
D. Vanier, John J. Vanier, Marvin G. Banwart, and Rich- 
ard L. Scarlett. The order is based upon allegations of the 
Commission’s staff that the Respondents violated the Fed- 
eral securities laws in connection with the offer, purchase 
and sale of securities issued by FH! and Bush & Co. and 
in connection with their management and operation of 
FHI. The alleged violations include false and misleading 
sales practices in connection with the sale of FHI face 
amount certificates and common stock, self-dealing on 
the part of Bush & Co. and the other Respondents in the 
receipt of undisclosed compensation and the undisclosed 
use of FHI’s assets for their personal benefit. 


The Commission also issued an order pursuant to an offer 
of settlement submitted by Bush & Co. revoking the firm's 
registration as a broker-dealer, prohibiting it from serving 
as investment adviser or principal underwriter of any reg- 
istered investment company and prohibiting it from act- 
ing as an investment adviser as defined in the Investment 
Advisers Act. In its offer, Bush & Co. admitted all of the 
violations alleged in the order for proceedings. (Rel. No. 
1C-7844) 


In a related action the Commission has suspended trading 
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in the securities of FHI for a ten-day period commencing 
on June 1, 1973 and terminating midnight (EDT) June 
10, 1973 (Rel. No. 34-10190). 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7846/June 4, 1973 


In the Matter of 


GOLDMAN, SACHS & CO. 
55 Broad Street 

New York, New York 10004 
(812-3460) 


ORDER PURSUANT TO SECTION 6(c) GRANTING 
EXEMPTION FROM SECTION 30(f) 


On June 17, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7820) of an application by Gold- 
man, Sachs & Co. (‘“Applicant’’), a registered broker-deal- 
er and one of the prospective representatives of a group 
of underwriters to be formed in connection with a pro- 
posed public offering of shares of the Common Stock 
($1 par value) of Circle Income Shares, Inc. (the ‘“Com- 
pany’), a new, registered closed-end, diversified manage- 
ment investment company, for an order pursuant to Sec- 
tion 6(c) of the Investment Company Act of 1940 
(““Act’’) exempting Applicant and its co-underwriters 
from Section 30(f) of the Act in respect of their trans- 
actions incident to the distribution of the Company’s 
shares. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 

mation stated in the application unless a hearing should 

be ordered. No request for a hearing has been filed and 

the Commission has not ordered a hearing. 


The matter has been considered and it is hereby found, 
on the basis of the application, that the requested ex- 
emption is appropriate in the public interest and consis- 
tent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act 
that the Applicant and its co-underwriters in a proposed 
public offering of shares of the Common Stock of the 
Company be, and are hereby, exempted from Section 
30(f) of the Act in respect of their transactions incident 
to the distribution of the Company’s shares. 


For the Commission by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7847/June 4, 1973 
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In the Matter of 





PMT TAX EXEMPT BOND FUND, FIRST NEW 
YORK SERIES 
(AND SUBSEQUENT SERIES) 


PRESCOTT, MERRILL, TURBEN & CO. 
900 National City Bank Building 
Cleveland, Ohio 44114 


COHEN, SIMONSON & REA, INC. 
111 Broadway 

New York, New York 10006 
(812-3444) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM SECTION 14(a) 
OF THE ACT AND RULES 19b-1 AND 22c-1 
THEREUNDER 


On May 17, 1973 notice was issued (Investment Com- 
pany Act Release No. 7819 of the filing of an applica- 
tion by PMT Tax-Exempt Bond Fund, First New York 
Series (‘First Fund’’), registered under the Investment 
Company Act of 1940 (the ‘Act”’) as a unit investment 
trust, and its sponsors, Prescott, Merrill, Turben & Co. and 
Cohen, Simonson and Rea, Inc. (the ‘‘Sponsors’’), (here- 
inafter collectively referred to as ““Applicants’’), for an 
order pursuant to Section 6(c) of the Act exempting Ap- 
plicants and all subsequent series (i) from the provisions 
of Section 14(a) of the Act insofar as such provisions 
would prohibit Applicants from offering shares of First 
Fund and any subsequent series to the public without ~ 
such series having first sold $100,000 worth of shares to & 4 
not more than 25 investors; (ii) from the provisions of 
Rule 19b-1 under the Act to permit First Fund and any 
subsequent series to make distributions of principal and 
interest to unitholders on a quarterly basis; and (iii) from 
the provisions of Rule 22c-1 under the Act to permit, in 
certain circumstance, the purchase and sale of shares of 
First Fund and any subsequent series by the sponsors at 
previously determined prices. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No such request has been filed and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemptions is appropriate in the 
public interest and is consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 14(a) of 
the Act and from Rule 19b-1 and Rule 22c-1 be, and 
hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7848/June 6, 1973 


In the Matter of 


BLYTH EASTMAN DILLON & CO. INCORPORATED 
One Chase Manhattan Plaza 

New York, New York 10005 

(812-3464) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM SECTION 30(f) 


NOTICE IS HEREBY GIVEN that Blyth Eastman Dillon 
& Co. Incorporated (‘‘Applicant’’), a registered broker- 
dealer, in connection with a proposed public offering of 
shares of common stock of American Express Income 
Shares, Inc. (“Company’’), a registered closed-end diversi- 
fied management investment company, has filed an appli- 
cation pursuant to Section 6(c) of the Investment Com- 
pany Act of 1940 (’‘Act’’) for an order of the Commis- 
sion exempting Applicant and its co-underwriters from 
Section 30(f) of the Act to the extent that such Section 
adopts Sections 16(a), (b) and (c) of the Securities Ex- 
change Act of 1934 (1934 Act) with respect to their 
transactions prior to completion of the public offering of 
Company shares. All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations contained therein, which are sum- 
marized below. 


Applicant is one of the prospective representatives (‘‘Rep- 
resentatives’’) of a group of underwriters (‘“Underwriters’’) 
being formed in connection with the proposed public 
offering. 


The application states that each Underwriter will execute 
an Agreement Among Underwriters, and the Representa- 
tives, acting both for themselves and as Representatives 
of the several Underwriters, will execute an Underwriting 
Agreement with the Company, its investment manager, 
American Express Asset Management Company (the “‘In- 
vestment Manager’’), and American Express Investment 
Management Company (““AEIMCO”’), which owns all the 
outstanding capital stock of the Investment Manager. It 
is also contemplated that one or more dealers, among 
whom one or more of the Underwriters may be included, 
will offer to sell certain of the shares, and in connection 
with such offers and sales, each such dealer will-execute 
a Selected Dealers Agreement. 


The application also states that the several Underwriters 
intend to make a public offering of all of the Company’s 
shares which such Underwriters are to purchase under the 
Underwriting Agreement at the price therein specified 

as soon on or after the effective date of the Company’s 
Registration Statement on Form S-4 (‘Registration State- 
ment”) as the Representatives deem advisable, and such 
shares are initially to be offered to the public at the price 
to the public set forth in the prospectus incorporated in 
the Registration Statement (‘’Prospectus’’) at the time the 
Registration Statement becomes effective under the Secu- 
rities Act of 1933. 


Applicant states that it is not possible to determine until 


just prior to the effective date of the Registration State- 
ment the exact number of shares to be offered by the 
underwriting group and by each Underwriter. Although 
5,500,000 shares have been included for registration in 
the Registration Statement, the actual number of shares 
which may be the subject of the proposed public offering 
may be increased or decreased by the Representatives and 
the Company, because of market conditions or otherwise, 
shortly before the effective date of the Registration State- 
ment and the proposed public offering, and thereafter de- 
pending upon the exercise of an over-allotment option 
granted to the Underwriters. In addition to purchases of 
shares from the Company and sales of shares to custom- 
ers, there may be the usual transactions of purchase or 
sale incident to a distribution such as stabilizing purchases, 
purchases to cover over-allotments or other short posi- 
tions created in connection with such distribution, and 
sales of shares purchased in stabilization. 


Applicant also states that it is possible that the original 
purchase obligation of any one or more of the Under- 
writers, including each of the Representatives, may ex- 
ceed 10% of the aggregate number of shares of the Com- 
pany’s common stock to be outstanding after the pur- 
chase by the several Underwriters pursuant to the Under- 
writing Agreement or upon the completion of the initial 
public offering or at some interim time. Applicant further 
states that it is contemplated that it will purchase, prior 
to the effective date of the Registration Statement, 100 
shares of common stock of the Company and that, as a 
result, it will own more than 10% of the Company’s out- 
standing shares prior to the public offering. Such shares 
will be purchased for investment and not for resale or 
future distribution. Since Section 30(f) of the Act sub- 
jects every person who is directly or indirectly the bene- 
ficial owner of more than 10% of any class of outstand- 
ing securities of the Company to the same duties and 
liabilities as those imposed by Section 16 of the 1934 
Act with respect to the transactions in the securities of 
the Company, such Underwriter or Underwriters would 
become subject to: (i) the reporting requirements of Sec- 
tion 16(a) of the 1934 Act; (ii) upon resale to their cus- 
tomers of the shares purchased by them, the liabilities 
imposed by Section 16(b) of the 1934 Act; and (iii) the 
prohibition of Section 16(c) of the 1934 Act against 
short sales of the shares. Applicant states that no purpose 
would be served by requiring the filing of reports under 
Section 16(a) of the 1934 Act in view of the disclosures 
in the Prospectus, the availability of records retained by 
the Representatives or Underwriters and the exemption 
of their transactions sought from the application of Sec- 
tions 16(b) and (c). 


Rules 16b-2 and 16c-2 under the 1934 Act exempt cer- 
tain transactions in connection with a distribution of secu- 
rities from the operation of Sections 16(b) and 16(c) of 
the 1934 Act. Applicant states that the purpose of the 
purchase of the shares by the Underwriters will be for re- 
sale in connection with the initial distribution of the 
shares. Applicant also states that such purchases and sales, 
therefore, will be transactions effected in connection with 
a distribution of a substantial block of securities within 
the purpose and spirit of Rule 16b-2 and, to the extent 
that there occur any short sales subject to Section 16(c), 
within the purpose and spirit of Rule 16c-2. 
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Applicant states that it is possible that one or more of 
the Underwriters, through their participation in the dis- 
tribution of the Company’s shares, may acquire more than 
10% of the shares, and that they may fail to meet the 
requirement stated in Rules 16b-2(a)(3) and 16c-2(b) that 
the aggregate participation of persons not within the pur- 
view of Sections 16(b) and 16(c) of the 1934 Act be at 
least equal to the aggregate participation of persons re- 
ceiving the exemption under Rules 16b-2 and 16c-2, 

since it is possible that one or more of such Underwriters 
may together be obligated to purchase more than 50% of 
the shares being offered. 


Applicant states that there is no material inside informa- 
tion in existence because the Company, prior to the initial 
distribution of the shares, will have no assets other than 
cash, nor business of any sort, and all material facts with 
respect to the Company will be set forth in the Prospec- 
tus. Applicant also states that none of the Representa- 
tives nor any of their directors or officers is or is expect- 
ed to become an officer, director, member of an advisory 


board, investment adviser, or affiliated person of an invest- 


ment adviser of the Company, other than Joseph H. King, 
a director and officer of Applicant who since 1949 has 
been a director of American Express Company which, 
through its ownership of all of the outstanding capital 
stock of AEIMCO, is an affiliated person of the Invest- 
ment Manager; and further states that it does not know 
of any partner, director or officer of any other Under- 
writer who is or is expected to become a director, of- 
ficer, member of an advisory board, investment adviser, 
or affiliated person of an investment adviser of the Com- 
pany. 


Section 6(c) of the Act permits the Commission, upon 
application, to exempt any person, security or transac- 
tion, or any class or classes of persons, securities, or 
transactions from the provisions of the Act and Rules 
and Regulations promulgated thereunder if and to the ex- 
tent that such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


Applicant contends that the transactions sought to be 
exempted cannot lend themselves to the practices Section 
16 of the 1934 Act and Section 30(f) of the Act were en- 
acted to prevent, and submits that the requested exemp- 
tion from the provisions of Section 30(f) of the Act is 
necessary and appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 26, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicant at the address stated 
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above. Proof of such service (by affidavit, or in case of 
an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. At any time after said date, 
as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein may be issued by the Commission up- 
on the basis of the information stated in said application, 
unless an order for hearing upon said application shall be 
issued upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing or advice as to wheth- 
er a hearing is ordered, will receive notice of further de- 
velopments in the matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7849/June 6, 1973 


In the Matter of 


E. |. DU PONT DE NEMOURS AND COMPANY 
Wilmington, Delaware 19898 
(812-3458) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM SEC- 7 
TION 17(a) OF THE ACT t 4 


E. |. du Pont de Nemours and Company (“Applicant”), a 
Delaware corporation, has filed an application pursuant 
to Section 17(b) of the Investment Company Act of 
1940 (“Act’’) for an order exempting from the provisions 
of Section 17(a) of the Act Applicant’s proposed grant to 
Desarrollo Quimico Industrial, S.A., a Spanish corpora- 
tion, of an exclusive license to certain Spanish patents 
and the sale of certain related technical information. 


On May 10, 1973, the Commission issued a notice of the 
filing of the application (Investment Company Act Re- 
lease No. 7811). The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application might be issued on the basis 
of the information stated in the application unless a hear- 
ing should be ordered. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter has been considered and it is found that on 
the basis of the information stated in the application, the 
terms of the proposed transaction, including the considera 
tion to be paid or received, are reasonable and fair and 

do not involve overreaching on the part of any person 
concerned and that the transaction is consistent with the 
policy of Christiana Securities Company and with the 
general purposes of the Act. 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transaction be, and hereby is, exempt- 
ed from the provisions of Section 17(a) of the Act, 
effective forthwith. 


® ¢ 
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For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7850/June 6, 1973 


In the Matter of 


SHEARSON GROWTH FUND, INC. 
14 Wall Street 

New York, New York 

(811-2083) 


NOTICE OF PROPOSAL TO TERMINATE 
REGISTRATION 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (‘‘Act’’), to declare by order upon its 
own motion that Shearson Growth Fund, Inc. (“Fund”), 
a corporation organized under the laws of the State of 
Delaware,-and registered under the Act as an open-end, 
diversified management investment company, has ceased 
to be an investment company. 


Fund was organized in Delaware on June 22, 1970 and 
filed a Notification of Registration on Form N-8A and a 
Registration Statement on Form N-8B-1 with the Com- 
mission on June 30, 1970. 


Fund has never conducted any business operations other 
than initial organizational activities; it presently has no 
assets or board of directors or other form of management; 
its registration statement under the Securities Act of 

1933 was withdrawn on July 24, 1972; and it has aban- 
doned any intention of making a public offering of its 
shares. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion, finds that a 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
effectiveness of such order, which may be issued upon the 
Commission’s own motion where appropriate, the regis- 
tration of such company shall cease to be in effect. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than June 27, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the issues 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such communications should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the Fund at the address stated 
above. Proof of service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 


raneously with the request. At any time after said date, 
as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
matter herein may be issued by the Commission’s own 
motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7951/June 6, 1973 


In the Matter of 


SHEARSON INSTITUTIONAL FUND, INC. 
14 Wall Street 

New York, New York 

(811-2081) 


NOTICE OF PROPOSAL TO TERMINATE 
REGISTRATION 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (‘‘Act’’), to declare by order upon its 
own motion that Shearson Institutional Fund, Inc. 
(‘Fund’), a corporation organized under the laws of the 
State of Delaware, and registered under the Act as an 
open-end, diversified management investment company, 
has ceased to be an investment company. 


Fund was organized in Delaware on June 22, 1970 and 
filed a Notification of Registration on Form N-8A and a 
Registration Statement on Form N-8B-1 with the Com- 
mission on June 30, 1970. 


Fund has never conducted any business operations other 
than initial organizational activities; it presently has no 
assets or board of directors or other form of manage- 
ment; its registration statement under the Securities Act 
of 1933 was withdrawn on July 24, 1972; and it has 
abandoned any intention of making a public offering of 
its shares. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion, finds that a 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
effectiveness of such order, which may be issued upon the 
Commission’s own motion where appropriate, the regis- 
tration of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 27, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the issues 
of fact or law proposed to be controverted, or he may re- 
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quest that he be notified if the Commission should order 
a hearing thereon. Any such communications should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the Fund at the address stated 
above. Proof of service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, 
as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
matter herein. may be issued by the Commission’s own 
motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7852/June 6, 1973 


In the Matter of 


SHEARSON, HAMMILL & CO. INCORPORATED 
14 Wall Street 

New York, New York 10005 

(812-3468) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM SECTION 30(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that Shearson, Hammill & 


Co. Incorporated (‘“Applicant’’), a registered broker-dealer, 


has filed an application pursuant to Section 6(c) of the 
Investment Company Act of 1940 (‘Act’) for an order 
of the Commission exempting Applicants, and its co- 
underwriters in a proposed offering of Preference Shares 
and Common Shares of S-G Securities, Inc. (““Company”), 
a registered, closed-end diversified management investment 
company, from Section 30(f) of the Act with respect to 
their transactions incidental to the distribution of the 
Company’s shares. All interested persons are referred to 
the application on file with the Commission for a state- 
ment of the representations contained therein, which are 
summarized below. 


Applicant is one of the prospective representatives (‘’Rep- 
resentatives’’) of a group of underwriters (‘“Underwriters’’) 
being formed in connection with the proposed public 
offering. 


Preference Shares and Common Shares of the Company 
are to be purchased by the Underwriters pursuant to an 
underwriting agreement (“Underwriting Agreement’), to 
be entered into between the Company and the Under- 
writers, represented by the Representatives. It is intended 
that the several Underwriters will make a public offering 
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of all the Company’s shares which such Underwriters are 
to purchase under the Underwriting Agreement, at the 
prices therein specified, as soon on or after the effective 
date of the Company’s Registration Statement on Form 
S-4 (‘Registration Statement’’) as the Representatives 
deem advisable, and such shares are initially to be offered 
to the public at per share public offering prices and sub- 
ject to the underwriting discounts to be specified in the 
prospectus constituting a part of the Registration State- 
ment at the time the Registration Statement becomes ef- 
fective under the Securities Act of 1933. 


The underwriting commitment of any one or more of the 
Underwriters, including the Applicant and the other 
Representatives, may exceed 10% of the aggregate num- 
ber of Preference Shares of the Company and/or 10% of 
the aggregate number of Common Shares of the Company 
to be outstanding after the purchase by the several Under- 
writers pursuant to the Underwriting Agreement or upon 
the completion of the initial public offering or at some 
interim time. Since Section 30(f) of the Act subjects every 
person who is directly or indirectly the beneficial owner 
of more than 10% of any class of outstanding securities 
of the Company to the same duties and liabilities as those 
imposed by Section 16 of the Exchange Act with respect 
to transactions in the securities of the Company, any 
Underwriter or Underwriters owning more than 10% of 
the Preference or Common Shares of the Company would 
become subject to the filing requirements of Section 16(a) 
of the Exchange Act and, upon resale of the shares pur- 
chased by them to their customers, subject to the obliga- 
tions imposed by Section 16(b) of the Exchange Act. 


Rule 16b-2 under the Exchange Act exempts certain 
transactions in connection with a distribution of securities 
from the operation of Section 16(b) of the Exchange Act. 
Applicant states that the purpose of the purchase of the 
shares by the Underwriters will be for resale in connection 
with the initial distribution of shares of the Company. In 
addition to purchases from the Company and sales of 
shares to customers, there may be the usual transactions 
of purchases or sales incident to a distribution, such as 
stabilizing purchases, purchases to cover over-allotments 
or other short positions created in connection with such 
distribution, and sales of shares purchased in stabilization. 
Applicant states that all such purchases and sales will be 
transactions effected in connection with a distribution of 
a substantial block of securities within the purpose and 
spirit of Rule 16b-2 under the Exchange Act. 


However, it is possible that one or more of the Under- 
writers, through their participation in the distribution of 
the Company’s shares, may not be exempted from Sec- 
tion 16(b) of the Exchange Act by the operation of said 
Rule 16b-2 because they may fail to meet the require- 
ment for exemption stated in Rule 16b-2(a)(3) that the 
aggregate participation of persons not within the purview 
of Section 16(b) of the Exchange Act be at least equal 
to the participation of persons receiving the exemption 
under Rule 16b-2. 


Applicant states that no director, officer or employee of 
any Underwriter is a director, officer or employee of the 
Company or Sonnenblick-Goldman Management Corp., 
the Company’s investment adviser. Applicant also states 
that there is no inside information concerning the 
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Company in existence and therefore, no possibility of any 
Underwriter using inside information. 


Applicant submits that the transactions sought to be ex- 
empted cannot lend themselves to the insider trading 
practices which Section 16 of the Exchange Act and Sec- 
tion 30(f) of the Act were enacted to prevent and that 
the requested exemption from the provisions of Section 
30(f) of the Act is, therefore, necessary and appropriate 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondi- 
tionally exempt any person, security or transaction, or 
any class or classes of persons, securities or transactions, 
from any provision of the Act or of any rule or regula- 
tion thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 25, 1973, at 12:30 p.m., submit 
to the Commission in writing a request for a hearing on 
this matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in case of 
an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. At any time after said 
date, as provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of 
the application herein may be issued by the Commission 
upon the basis of the information stated in said applica- 
tion, unless an order for hearing upon said application 
shall be issued upon request or upon the Commission’s 
own motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7853/June 7, 1973 


See Securities Exchange Act Release No. 10207/June 7, 
1973. 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7854/June 8, 1973 


In the Matter of 


THE ML GOVERNMENT GUARANTEED SECURITIES 
TRUST, FIRST MONTHLY PAYMENT SERIES (A 
UNIT INVESTMENT TRUST) AND SUBSEQUENT 
MONTHLY PAYMENT SERIES 

c/o Merrill Lynch, Pierce, Fenner & Smith, Inc. 

125 High Street 

Boston, Massachusetts 02110 

(812-3453) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER 
GRANTING EXEMPTIONS FROM SECTION 14(a) OF 
THE ACT AND FROM RULES 19b-1 AND 22c-1 
UNDER THE ACT 


NOTICE IS HEREBY GIVEN that the ML Government 
Guaranteed Securities Trust, First Monthly Payment Series 
(a unit investment trust) and Subsequent Monthly Pay- 
ment Series (““Applicant’’) has filed an application pur- 
suant to Section 6(c) of the Investment Company Act of 
1940 (the ““Act’’) for an order of exemption from the pro- 
visions of Section 14(a) of the Act and Rule 19b-1 and 
Rule 22c-1 under the Act. All interested persons are re- 
ferred to the application on file with the Commission for 
a statement of the representations contained therein 
which are summarized below. 


Applicant is registered under the Act as a unit investment 
trust. It is composed of the First Monthly Payment Series 
(‘First Series’), and an unspecified number of Subsequent 
Monthly Payment Series (hereinafter referred to collec- 
tively with First Series as the ‘‘Trusts’’). A registration 
statement on Form S-6 under the Securities Act of 1933 
(the ‘1933 Act’’) has been filed in connection with a pro- 
posed public offering of units of First Series, and separate 
registration statements under the 1933 Act will be filed 

in connection with any public offering of any series estab- 
lished in the future. 


Each of the Trusts will be created under Massachusetts 
law by a Trust Agreement (the ““Agreement’’) under 
which Merrill Lynch, Pierce, Fenner & Smith Incorporated 
(the ‘‘Sponsor’’) acts as sponsor and sole underwriter, The 
Bank of New York and The National Shawmut Bank of 
Boston act as Trustee and Co-Trustee, respectively (the 
“Trustees’’) and Interactive Data Services, Inc. acts as 
evaluator (the ‘Evaluator’’). Each Agreement will contain 
“Standard Terms and Conditions” of Trust which will be 
common to all Trusts. 


Fund Series and each of the following series will invest in 
a portfolio consisting solely of obligations (the ‘’Obliga- 
tions’) the payment of which is backed by the full faith 
and credit of the United States either by statute or as 
determined by an opinion of the Attorney General of the 
United States or an opinion of counsel for the Sponsor. 
With respect to First Series, the Sponsor intends, at the 
present time, to deposit with the Trustee not less than 
$25,000,000 principal amount of Obligations at closing, 
at which time the Trustee will simultaneously deliver to 
the Sponsor certificates representing fractional undivided 
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interests in First Series at approximately one unit for 
each $1,000 amount of Obligations deposited. After reg- 
istration, the units of each Trust will be offered for sale 
to the public at a public offering price computed by add- 
ing a sales charge of 2-1/2% of the public offering price 
(equal to 2.564% of the value of the underlying Obliga- 
tions) to the per share offering side evaluation of the 
Obligations (reflecting the best price at which the Evalu- 
ator believes an individual could purchase the Obliga- 
tions). Regardless of the time of the close of trading on 
the New York Stock Exchange, such evaluation will be 
made during the initial offering period by determining 
the net assets of each Trust as of 3:30 p.m., effective for 
all transactions during the preceding 24-hour period and 
after the completion of the initial public offering, as of 
3:30 p.m. on the last business day of each week effective 
for all trades during the following week. 


Each Agreement will provide that the Obligations of which 
each of the Trusts will be composed will not be sold or 
transferred except to provide funds to effect redemptions, 
to allow the Trustee to take certain action for nonpay- 
ment of principal or interest on the Obligations, and to 
terminate the Trust upon the final payment of principal 
respecting the last of the Obligations held thereunder. 


Units of each of the Trusts will be redeemable, and the 
redemption value of each unit will be computed as of 
3:30 p.m. New York City time on the day on which the 
unit is tendered jor redemption. The computation of the 
unit net asset value of each Trust will be made as fol- 
lows: (a) cash on hand, excluding cash declared held 
especially for purchase of Obligations, less cash held for 
distribution to unitholders of record as of a date prior to 
the evaluation, will be added together with the aggregate 
value of Obligations (including the value of the Obliga- 
tions to be purchased with cash held for that purpose as 
set forth in (a) above) determined by reference to the bid 
side of the market (reflecting the best price at which the 
Evaluator believes an individual could sell the particular 
Obligations) and the accrued but unpaid interest on the 
Obligations as of the date of computation; from the sum 
of the foregoing there will be deducted the sum of taxes 
or governmental charges against the Trust not previously 
deducted and accrued fees and expenses; the resultant 
sum will be divided by the number of units outstanding 
as of the date such computation of redemption value. 


Each Agreement will contain a provision that it may be 
terminated in the discretion of the Trustee, or at the 
direction of the Co-Trustee or the Sponsor, if the value 
of the Trust based on a bid side evaluation is less than 
$10,000,000, and that it may be terminated at any time 
by the Depositor with the consent of the holdervs of 
66-2/3% of the units in the Trust then outstanding. 


Section 14(a) 


Section 14(a) provides that no registered investment com- 
pany may make a public offering of its securities unless 
(a) such company has a net worth of at least $100,000, 
(b) such company has previously made a public offering 
and at that time had a net worth of at least $100,000 or 
(c) provision is made in connection with the registration 
of such securities which insures that after the effective 
date of such registration statement such company will not 
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issue any security or receive any proceeds of any sub- 
scription for any security until firm agreements have been 
made with such company by not more than 25 responsi- 
ble persons to purchase securities issued by the company 
for an aggregate net amount which, when added to the 
then net worth of the company, if any, will equal at 

least $100,000. 


Applicant seeks an exemption from the provisions of Sec- 
tion 14(a) of the Act so that units of the Trusts may be 
offered in the Trusts in the manner described above. The 
exemption requested is subject to the condition that the 
Sponsor will refund, on demand and without deduction, 
all sales charges if, within 90 days from the time that a 
registration statement relating to the units of a Trust be- 
comes effective, either (i) the net worth of such Trust 
shall be reduced to less than $100,000 or (ii) such Trust 
shall have been terminated. The Sponsor has further 
agreed to instruct the Trustee to terminate the Trust in 
the event redemption by the Sponsor of unsold units re- 
sults in such Trust having a net worth of less than 40% 
of the principal amount of the initial portfolio, and, in 
the event of such termination to refund all sales charges. 


Rule 19b-1 


Applicant proposes to distribute principal, including any 
capital gains and interest, received on account of securities 
portfolio of each Trust, to unitholders of the Trust, each 
month. Distributions to unitholders of principal constitut- 
ing capital gains may arise when securities are liquidated 
in order to provide funds necessary to meet redemptions, 
or when certain Obligations purchased at a discount are 
paid either at maturity, through redemption, or otherwise. 


Rule 19b-1(a) provides, in part, that no registered invest- 
ment company which is a “regulated investment com- 
pany” as defined in Section 851 of the Internal Revenue 
Code shall distribute more than one capital gains dividend 
in any taxable year. Paragraph (b) of the Rule contains a 
similar prohibition for a registered investment company 
not a “regulated investment company”’ but permits a unit 
investment trust to distribute capital gains distributions 
received from a “regulated investment company” within 
a reasonable time after receipt. 


Applicant states that the dangers which Rule 19b-1 is in- 
tended to guard against will not exist in connection with 
the Trusts since neither the Trusts nor the Sponsor will 
have control over the events which could give rise to the 
capital gains; i.e. the tendering of units for redemption. 


Applicant contends that, in this regard, it should be con- 
sidered to be like a unit investment trust. Applicant also 
states that any capital gains in any monthly distribution 
will be clearly indicated as such in the accompanying 
report by the Trustee to unitholders. Applicant also con- 
tends that.since the Sponsor intends to maintain a sec- 
ondary market for the units at a price above their re- 
demption value, redemptions will be rare and that sales 
of Obligations necessary to effect redemptions will result 
in extremely small capital gains to the Trusts. Applicant 
submits that it would be to the detriment of unitholders 
if the Trusts were forced to withhold moneys constitut- 
ing capital gains from such unitholders until the end of 
the year and therefore that they should be exempted 
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from the provisions of Rule 19b-1 to the extent that the 
rule would limit the number of times capital gains may 
be distributed during the year. 


Rule 22c-1 


Rule 22c-1 requires that redeemable securities of regis- 
tered investment companies be sold, redeemed, or repur- 
chased at a price based on the current net asset value 
(computed on each day during which the New York 
Stock Exchange is open for trading not less frequently 
than once a day as of the time of the close of trading on 
such Exchange) which is next computed after receipt of 
a tender of such security for redemption or of an order 
to purchase or sell such security. 


Applicant states that Rule 22c-1 has two purposes (1) to 
eliminate or reduce any dilution of the value of outstand- 
ing redeemable securities of registered investment com- 
panies which would occur through the redemption of re- 
purchase of such securities at a price above their net asset 
value or the sale of such securities at a price based on a 
previously established net asset value which would permit 
a potential investor to take advantage of an upswing in 
the market and the accompanying increase in the net asset 
value of the securities; and (2) to minimize speculative 
trading practices in the securities of registered investment 
companies. 


Although not obligated to do so, the Sponsor presently 
intends to maintain a market for units of the Trust after 
the initial public offering of units of each Trust and 
thereafter to continuously offer to purchase such units at 
a price, subject to change at any time, equal to or greater 
than the offering side evaiuation then in effect. If the 
supply of units exceeds demand or for other business 
reasons, the Sponsor may discontinue purchases of units 
of the Trust. To avoid the Sponsor’s receiving more than 
the specified sales charge on the resale of units, the Spon 
sor has undertaken not to resell any units which it pur- 
chased at a price below the current offering side evalua- 
tion. 


Applicant maintains that the Sponsor’s secondary market 
activities in units of the Trusts will not cause dilution of 
the asset’s of the Trusts or give rise to speculation. There 
will be no dilution because upon redemptions of units, 
the Trusts will follow the practice of daily pricing and 
forward pricing set forth in Rule 22c-1. Other transac- 
tions in units of the Trusts in the secondary market by 
the Sponsor will not dilute the value of the Trusts since 
assets of the Trusts will in no way he involved. 


Applicants’ further assert that secondary market trading 
in the Trusts will not be attractive to speculators. The 
Trusts are designed for investors who desire safety of 
principal and income. Since ali of the obligations in the 
Trusts will be guaranteed as to payment by the faith and 
credit of the United States, rapid swings in their value 
will be minimized because considerations respecting their 
soundness will not be present. Applicant further state that 
a speculator would only be able to recover the costs of 


approximating the statistical techniques used by the Evalu- 


ator in evaluating the portfolio of a Trust by making very 
large trades in the secondary market. However, Applicant 
states that the number of units available in the sec- 


ondary market will be very limited 


Applicant states that since the independent Evaluator is 
paid for each evaluation, it would be very costly for the 
Trusts to have an evaluation made daily and that costs 
would not result in any benefit to unitholders, partic- 
ularly because of the anticipated low volume of secondary 
market activity. 


Applicant also states that ‘‘backward pricing’ in the sec- 
ondary market is necessary to enable the Sponsor, unit- 
holders and investors to know the prices at which units 
will be bought and sold. Trades to be accomplished at 
prices to be determined in the future, would be unsatis- 
factory both to investors and the Sponsor. 


Procedures will be followed in connection with each of 
the Trusts which will insure that in trades in the second- 
ary market an investor will never receive less than the re- 
demption value of his units. The Sponsor proposes to 
obtain from the Evaluator for each Trust on each day a 
unit is traded in the secondary market a letter to the 
effect that, in its independent judgment, it can state that 
the bid side evaluation of the securities in such Trust as 
of such day is not higher than or equal to the offering 
side evaluation of such securities made the previous Fri- 
day, and if the Evaluator does not feel that it can give 
such a letter the Sponsor will order a formal evaluation. 
Should such evaluation disclose that the bid side price is 
the higher of the two, repurchases will be made at the 
bid side price. Normally, resales in the secondary market 
will be made on the basis of the offering side price eval- 
uation made on the preceding Friday. However, in order 
to minimize the risk that a purchaser in the secondary 
market might pay more than he would pay if daily eval- 
uations were made, the Sponsor agrees that, if the Eval- 
uator cannot state that the previous Friday’s price is not 
more than one-half point greater than the current offer- 
ing price, a full evaluation will be ordered. 


All of the securities in the portfolios of the various Trusts 
will be traded exclusively in the over-the-counter market. 
Therefore, the time of the close of trading on the New 
York Stock Exchange is not related to the evaluation 
procedures used in determining net asset values of the 
Trusts. Because the evaluation procedure depends heavily 
on developments in the over-the-counter market during 
the day on which an evaluation is made, the Evaluator 
has indicated that 3:30 p.m. New York City time would 
be the most reliable time for evaluations, without regard 
to the time of the close of trading on the New York 
Stock Exchange. 


For all of the aforementioned reasons Applicant request 
that an order be issued exempting the Trust from that 
portion of Rule 22c-1 which requires net asset value to 
be determined as of the close of trading on the New 
York Stock Exchange and permitting the Sponsor to en- 
gage in the secondary market activities in units of the 
Trusts in the manner set forth above. 


Section 6(c) of the Act 


Section 6(c) of the Act provides, in part, that the Com- 
mission may by order upon application, exempt persons, 
securities, or transactions from any provision of the Act 
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or of any rule or regulation thereunder, if and to the 
extent that such exemption is necessary or appropriate 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 26, 1973 at 5:30 p.m. submit 
to the Commission in writing a request for hearing on the 
matter accompanied by a statement as to the nature of 
his interest, the reason for such request and the issues of 
fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. 
Proof of such service (by affidavit or in case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneous- 
ly with the request. At any time after said date, as pro- 
vided by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the application 
herein may be issued by the Commission upon the basis 
of the information stated in said application, unless an 
order for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a 
hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 








INVESTMENT ADVISERS ACT 





INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 380/June 4, 1973 


See Investment Company Act Release No. 7844/June 4, 
1973. 





INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 381/June 4, 1973 


See Investment Company Act Release No. 7845/June 4, 
1973. 





INVESTMENT ADVISERS ACT OF 1940 

Rel. No. 382/June 7, 1973 

See Securities Exchange Act Release No. 10207/June 7, 
1973. 
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LITIGATION 








Litigation Release No. 5918/June 4, 1973 


The Commission announced the filing of a complaint in 
the U.S. District Court for the Southern District of New 
York seeking to enjoin Bausch & Lomb, Inc. (a Rochest- 
er, New York based optical company); Daniel G. Schu- 
man (Chairman of Bausch & Lomb); Faulkner, Dawkins 
& Sullivan, Inc. (a New York based broker-dealer and in- 
vestment adviser); David H. MacCallum (a securities 
analyst at Faulkner, Dawkins & Sullivan); Derrik C. 
Hoitsma (head trader at Faulkner, Dawkins & Sullivan); 
Brokaw, Schaenen, Clancey & Co. (a New York based in- 
vestment adviser); Byron R. Wein and Richard J. Clancey 
(partners of the Brokaw firm); Campbell Asset Manage- 
ment Company (a New York based investment manager), 
Douglas Campbell, Jr. (sole proprietor of the Campbell 
Asset Management Company) seeking to enjoin further 
violations of the anti-fraud provisions of the Securities 
Exchange Act of 1934. 


The complaint alleges that Daniel G. Schuman on March 
15 and March 16, 1972 conveyed adverse material non- 
public information to certain of the defendants concern- 
ing the company’s sales of soft contact lens and concern- 
ing earnings for the company’s first quarter ended March 
31, 1972. It is alleged that after receiving the inside in- 
formation MacCallum reduced his earnings estimate for 
Bausch & Lomb’s first quarter, withdrew his buy recom- 
mendation and conveyed the information to Hoitsma and 
others, who thereafter relayed the information to cus- 
tomers of Faulkner, Dawkins & Sullivan including Camp- 
bell. The complaint also alleges that on March 16, 1972 
after receiving the inside information defendants Hoitsma 
(in his and family accounts), Wein and Clancey (for the 
advisory clients of Brokaw, Schaenen, Clancey & Co.); 
and Campbell (through discretionary accounts of Camp- 
bell Asset Management Co.) sold or caused the sale of 
Bausch & Lomb common stock. On March 17, 1972 
Bausch & Lomb issued a news release concerning the 
aforementioned information and also a news article ap- 
peared in the Wall Street Journal. Trading in Bausch & 
Lomb’s common stock was suspended by the New York 
Stock Exchange on that day. 








Litigation Release No. 5919/June 4, 1973 


SEC v. GLENDALE SECURITIES CORPORATION, 
et al. (E.D. N.Y.) 


William D. Moran, Regional Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced today that on May 25, 1973 the 
Commission filed a Complaint in the U.S. District Court 
in Brooklyn, New York charging Glendale Securities Cor- 
poration, a broker-dealer located at 66-51 Fresh Pond 
Road, Ridgewood, New York, Dolf James Romeo of 
Brooklyn, New York, its president, and Louis S. Foti of 
Holmdel, New Jersey, its vice-president, with violating and 
aiding and abetting violations of the Commission’s net 
capital, books and records, and supplemental reporting 
requirements under Sections 15(c) and 17(a) of the Secu- 














rities Exchange Act of 1934, and Rules 15c3-1, 17a-3, 
17a-4 and 17a-11 thereunder. In its Complaint the Com- 
mission requested a preliminary injunction and a perma- 
nent injunction enjoining the defendants from further 
violations of these provisions. 


On the same day, the Securities Investor Protection Cor- 
poration (‘SIPC’) filed an application alleging that Glen- 
dale Securities Corporation has failed to meet its obliga- 
tions to its customers and that such customers are in 
need of protection under the Securities Investor Protec- 
tion Act of 1970. In its application SIPC requested the 
appointment of a trustee for the purpose of liquidating 
Glendale Securities Corporation. 


On May 29, 1973, upon the failure of the defendants to 
respond to an Order to Show Cause, Judge John F. 
Dooling, Jr. appointed Brian P. McNulty, Esq. of the firm 
of Delaney and O'Reilly, located at 39 Broadway, New 
York, New York 10006, as SIPC trustee. The Commis- 
sion’s request for a preliminary injunction and a perma- 
nent injunction is presently pending before the Court. 


The Nationai Association of Securities Dealers, Inc. of 
New York City assisted the Commission in its investiga- 
tion leading to the filing of its Complaint and the applica- 
tion of SIPC. 





Litigation Release No. 5920/June 4, 1973 
SEC v. SMITH BROS. & CO., et al. (N.D. Ill.) 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, an- 
nounced that a Complaint was filed on May 29, 1973, in 
the United States District Court at Chicago, IIlinois, seek- 
ing to enjoin Smith Bros. & Co., a registered broker-dealer 
in Chicago and a member of the Midwest Stock Exchange, 
and William T. Phelan, a general partner of Smith Bros. 

& Co., from further violations of the hypothecation and 
record keeping provisions of the Securities Exchange Act 
of 1934. 


The Commission’s Complaint alleged that Smith Bros. & 
Co. was insolvent and the Commission requested the ap- 
pointment of a temporary receiver pending the determina- 
tion of the Securities Investor Protection Corporation as 
to whether or not it will apply to the Court for. the ap- 
pointment of a trustee to liquidate Smith Bros. & Co. 


On May 29, 1973, the Honorable William J. Bauer, United 
States District Judge, entered a temporary restraining 
order against Smith Bros. & Co., restraining and enjoining 
it from transferring, seliing, assigning, pledging or other- 
wise disposing of the assets and property belonging to or 
in the possession of the defendant Smith Bros. & Co. The 
defendant Smith Bros. & Co. did not oppose the entry of 
the Court’s order. 





Litigation Release No. 5921/June 5, 1973 


U.S. v. FOUR SEASONS NURSING CENTERS OF 


AMERICA, INC. (S.D. N.Y.) 


Paul Curran, United States Attorney for the Southern 
District of New York and Robert F. Watson, Administra- 
tor of the Fort Worth Regional Office, today announced 
that Jack L. Clark, former president of Four Seasons 
Nursing Centers of America, Inc., pleaded guilty to one 
count of conspiracy to violate the anti-fraud provisions 
and false filing provisions of the securities acts and mail 
fraud. Clark was charged in the conspiracy count with 
falsifying the financial statements of Four Seasons for 
the years 1968 and 1969. He was further charged with 
obtaining in excess of six million dollars from the public 
through the use of a prospectus which contained false 
financial statements. Sentencing has been set for Septem- 
ber 10, 1973. 


Previously, the Honorable Thomas Gresiea, United States 
District Judge, Southern District of New York, servered and 
transferred the remaining defendants for trial in the 
Western District of Oklahoma. 


For further information see Litigation Release Nos. 
4819, 5508, 5516, 5588, and 5618. 





Litigation Release No. 5922/June 5, 1973 


Donald J. Stocking, Regional Administrator of the Com- 
mission’s Denver Regional Office, and Harold O. Bullis, 
United States Attorney for the District of North Dakota, 
jointly announced that Emil J. Dombowsky of Regina, 
Saskatchewan, Canada, and formerly of Minot, North 
Dakota, today entered a plea of guilty in United States 
District Court at Minot to one count of a fourteen-count 
indictment charging violations of the registration and 
anti-fraud provisions of the Securities Act of 1933, the 
mail fraud and conspiracy statutes. He was sentenced by 
the Court to three years imprisonment. The remaining 
counts of the indictment were dismissed by the Court. 


The indictment in the case had been returned on April 4, 
1969; however, at the time, Dombowsky was residing in 
Canada. On April 11, 1973, following an extradition 
hearing held at Regina, Saskatchewan, he was surrendered 
to United States authorities. The indictment relates to the 
alleged fraudulent sale of securities of Shoppers Charge 
Plan, Inc., a purported consumer credit operation which 
was organized and controlled by Dombowsky. 


See Litigation Release Nos. 3664, 3673, 4040, 4657 and 
4748 for further details. 





Litigation Release No. 5923/June 7, 1973 


SEC v. NORTH AMERICAN RESEARCH AND 
DEVELOPMENT CORPORATION 


William D. Moran, Administrator of the Commission's 
New York Regional Office, announced that on May 17, 
1973 Judge Edward Weinfeld of the United States Dis- 
trict Court for the Southern District of New York, signed 
a Judgment of Permanent Injunction against Ramon N. 
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Bowman, Robert Johnson, Donaid Glenn, Richard Whit- 
ney and Frank Whitney, defendants in the Commission's 
action against North American Research and Develop- 
ment Corporation and 42 others. The Judgment prohibits 
these defendants from further violations of the registra- 
tion and anti-fraud provisions of the Federal securities 
laws in connection with the offer and sale of the com- 
mon stock of North American Research and Development 
Corporation or any other security. Each of these de- 
fendants had earlier been preliminarily enjoined in this 
matter. They consented to the entry of the permanent 
injunction without admitting or denying the allegations 
of the Commission’s Complaint, except as to facts found 
by the United States District Court in an opinion reported 
at 280 F. Supp. 106. 


In the above action Judge Weinfeld, on May 17, 1973, 
also signed a stipulation, undertaking, and order of dis- 
continuance as to defendants Norma Bowman, Albert 
Conrad and Abby Whitney. The order adopts as the order 
of the Court undertakings in which each defendant af- 
firmed that he would not engage in any acts or practices 
which would directly or indirectly violate the registration 
and anti-fraud provisions of the Federal securities acts. 


For further information see Litigation Release Nos. 3934, 
3973, 4367, 4575, 4594, 4640, 4645, 4700, 4706, 4789, 
4851 5063 and 5357 and Securities Exchange Act Re- 
lease Nos. 8276, 8333, 8454, 8461, 8462, 8585, 8612, 
8633, 8647, 8653, 8908, 8932, 9045, 9286 and 9304 
and Investment Advisers Release No. 279. 





Litigation Release No. 5924/June 8, 1973 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commission, 
announced that on May 30, 1973 Judge Murray |. Gur- 
fein of the United States District Court for the Southern 
District of New York signed an order appointing Edward 
S. Redington, Esq., One Wall Street, New York, New 
York, as trustee for the liquidation of Weis Securities, 
Inc. The order was signed pursuant to an application 
made by the Securities Investor Protection Corporation 
which alleged that the customers of Weis Securities, Inc. 
were in need of the protection of the Securities Investor 
Protection Act of 1970. 


In commenting on the ability of the Securities Investor 
Protection Corporation and its appointed trustee to 
promptly and effectively liquidate the firm, Byron D. 
Woodside, Chairman of the Securities Investor Protection 
Corporation, stated: 


The experience SIPC and the trustee appointed today 
have gained to date will be used to bring about the 
prompt satisfaction of claims of customers of Weis 
Securities. SIPC has the resources to satisfy customer 
claims within the limits of the Act. With the coopera- 
tion of all involved, inconvenience to customers and 
(other) broker-dealers will be kept to a minimum. 


Mr. Moran further announced that on June 4, 1973, 
Judge Gurfein entered Orders of Permanent Injunction 
enjoining defendants Arthur Levine, Sol Leit, Alan Solo- 
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mon, Joel Kubie and Robert Lynn from violations of cer- 
tain anti-fraud provisions of the Federal securities jaws. 
In addition, the Orders of Permanent Injunction enjoin 4 
the defendants from aiding and abetting violations of the 

Securities Exchange Act and Rules 15c3-3, 17a-3, 17a-4, 

17a-5 and 17a-11 thereunder. These rules relate to the 

customer reserve fund, books and records, financial report- 

ing and supplemental reporting requirements of the Fed- 

eral securities laws. The defendants consented to the 

Orders of Permanent Injunction without admitting or 

denying the allegations in the Commission’s Complaint, 

which was filed on May 24, 1973. Later in the same day 

that the complaint was filed Weis was suspended from 

the New York Stock Exchange and other securities ex- 

changes of which it was a member. We have been advised 

that Weis intends to consent to the entry of a similar 

order of Permanent Injunction without admitting or deny- 

ing the allegations in the Commission’s Complaint. 





The Commission’s Complaint alleged that Weis and the 
five individual defendants failed to disclose to Weis’ cus- 
tomers, other broker-dealers and the investing public that 
the firm was in the throes of a serious fiscal crisis. These 
omissions included, among others, the fact that at various 
times in 1973 Weis had been doing business while not in 
compliance with the financial responsibility rules of the 
New York Stock Exchange of which it was a member. It 
was further alleged that Weis’ serious financial problems 
were concealed by deliberate falsifications of the firm’s 
books and records and financial reports. The complaint 
stated that such falsifications have existed since as early 
as April of 1972. The certified financial report as of May 
26, 1972 was alleged to have contained an overstatement 
of income of approximately $2 million. 


Mr. Moran wishes to acknowledge that the New York 
Stock Exchange, Inc. assisted the Commission in its in- 
vestigation leading to the filing of the Complaint in this 
matter. 


For further information, see Litigation Release No. 5906. 








TRUST INDENTURE ACT 


TRUST INDENTURE ACT OF 1939 
Rel. No. 339/June 7, 1973 





The Securities and Exchange Commission has issued an 
order granting the application of Rockwell International 
Corporation pursuant to Section 310(b)(1)(ii) of the 
Trust Indenture Act of 1939 declaring that the trustee- 
ship of Bankers Trust Company under two indentures of 
Rockwell is not so likely to involve a material conflict of 
interest as to make it necessary to disqualify Bankers 
Trust Company from acting as trustee. 





TRUST INDENTURE ACT OF 1939 
Rel. No. 340/June 7, 1973 


The SEC has issued a notice under the Trust Indenture : 
Act of 1939 giving interested persons until June 27, 1973 














to request a hearing on an application by Warner-Lambert 
Company for a determination that the trusteeship of the 
Irving Trust Company under the 1966, 1968, 1972 and 
1973 indentures is not so likely to involve a material con- 
flict of interest as to make it necessary in the public in- 
terest or for the protection of investors to disqualify the 
Irving Trust Company from acting as trustee under these 
indentures. 
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